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PROTECTION'S  FAVORS  TO  FOREIGNERS. 


I. — FIRST  EVIDENCE  AND  ADMISSIONS. 

BEGINNING    OF    THE    PRACTICE    OF    SELLING    CHEAPER    ABROAD. 

It  has  been  very  well  known  for  a  number  of  years  that  the  ''pro- 
tected" American  manufacturers  have  been  selling  their  products 
at  much  lower  prices  to  foreigners  than  to  their  fellow  citizens.  Just 
when  this  practice  began  it  is  not  easy  to  say.  Instances  of  it  began 
to  appear  in  the  eighties.  Since  1890  it  has  grown  with  the  growth 
of  our  export  trade  in  manufactured  products.  It  has  increased  in 
extent  and  degree  with  the  increase  in  tariff  rates,  and  under  the 
McKinley  and  Dingley  tariffs  it  has  come  to  be  the  recognized  prac- 
tice of  American  manufacturers  to  sell  for  export  at  one  set  of  pricesr 
necessarily  low  enough  to  get  the  trade  in  foreign  markets,  and  in 
the  home  market  at  another  set  of  prices,  kept  as  high  as  the  tariff, 
with  the  combinations  and  agreements  fostered  by  it,  will  permit  or 
the  traffic  will  bear. 

FIRST    KNOWLEDGE    OF    LOWER    EXPORT   PRICES. 

The  knowledge  of  this  discrimination  in  favor  of  the  foreign  con- 
sumers was  long  a  commonplace  among  manufacturers  and  business 
men  before  it  became  known  among  the  general  public.  The  first 
knowledge  of  it  came  to  the  public  with  the  shock  of  a  rude  surprise. 
The  system  of  "protection"  had  been  widely  and  loudly  defended 
by  the  claim  that  it  really  would,  ultimately,  benefit  the  consumer 
by  fostering  industries  which,  when  firmly  established,  would  be 
able  to  and  would  make  the  prices  of  their  products  as  low  as  the 
foreign  prices  and  even  lower.  For  the  sake  of  this  great  consum- 
mation the  tariff  was  to  be  maintained  at  a  good  high  rate,  and  the 
millions  of  American  consumers  were  to  be  patient  in  continuing  to 
pay  very  high  prices  for  their  materials  of  life  and  labor.  For  the 
promised  consummation  the  people  have  been  waiting  long  and 
anxiously.  It  has  been  maddening  to  them  to  see  the  tariff-favored 
industries  becoming  steadily  ever  greater  and  more  dominant,  and 
then,  not  reduced  prices  for  the  American  people,  who  have  paid 
untold  millions  to  make  extravagant  profits  for  the  favored  ones, 
but  reduced  prices  for  the  foreigners,  who  have  been  supposed  to  be 
our  dreaded  industrial  rivals,  and  the  same  and  still  higher  monopoly 
prices  for  the  good  and  kind  home  folks  who  have  borne  the  cost  of 
the  scheme. 
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THE  TARIFF  REFORM  COMMITTEE'S  PAMPHLET  OF  1890. 

Probably  the  first  comprehensive  demonstration  of  the  systematic 
price  discriminations  by  American  manufacturers  to  the  advantage 
of  foreign  buyers  was  made  by  the  Tariff  Reform  Committee  in 
1890  by  the  publication  of  an  illustrated  pamphlet  entitled  "  Pro- 
tection's Home  Market/'  which  contained  a  great  many  facts  as  to 
the  exact  differences  between  export  and  domestic  prices  of  manu- 
factured goods,  obtained  from  manufacturers  and  export  agencies 
and  publications.  It  also  quoted  statements  about  the  extent  of 
the  practice  from  such  authoritative  trade  journals  as  The  American 
Machinist  and  The  Engineering  and  Mining  Journal.  This  pamphlet 
was  widely  circulated  and  proved  very  effective  in  enlightening 
the  public  as  to  what  was  going  on.  It  was  met  by  a  general  denial 
from  the  leading  Republicans  that  lower  prices  were  made  for  export 
in  other  than  rare  and  exceptional  circumstances. 

DENIAL,  THEN    ADMISSION    AND    WARNING. 

This  denial  by  the  Republicans  was  kept  up  until  about  1900. 
At  that  time  trusts  were  being  formed  on  every  hand  and  domestic 
prices  were  rapidly  rising,  while  more  and  more  goods  were  being 
sold  abroad  at  lower  prices.  President  McKinley  and  others  of  his 
administration  apparently  feared  an  attack  by  the  domestic  con- 
sumers upon  the  protective  system  arising  from  these  conditions, 
and  in  August,  1900,  an  official  report  appeared  which  contained  a 
remarkable  admission  of  the  facts  and  a  distinct  warning  to  iron 
and  steel  manufacturers.  This  was  the  "  Report  of  the  Bureau  of 
Statistics  on  Commerce  and  Finance."  Among  others,  it  made  this 
plain  statement: 

The  progress  of  work  on  shipbuilding  in  the  United  States  has  likewise  been  re- 
tarded, because  makers  of  steel  materials  required  a  higher  price  from  the  American 
consumers  than  they  did  from  the  foreign  consumers  for  substantially  similar  prod- 
ucts. Of  course,  American  exporters  have  to  get  foreign  contracts  in  competition  with 
foreign  plate  makers,  who  are  excluded  from  our  domestic  market.  In  addition  to 
this,  American  export  plate  makers  are  interested  in  preventing  the  establishment  of 
plate  manufacturing  in  their  customer  nations  abroad,  and  to  that  end  bid  low  enough 
to  discourage  foreign  nations  from  entering  the  field  for  producing  their  own  plate  at 
home.  The  progress  of  domestic  manufactures  of  iron  and  steel  goods  may  likewise 
be  handicapped  by  the  sale  of  iron  and  steel  in  their  manufactured  state  at  so  much 
lower  a  price  to  foreigners  than  to  domestic  consumers  as  to  keep  the  American  com- 
petitor out  of  foreign  markets  generally.  The  natural  limit  to  such  a  policy  of  main- 
taining a  higher  level  of  prices  for  these  materials  at  home  than  abroad  is  found  in  the 
restriction  of  domestic  consumption  and  the  import  duty.  If  restriction  of  consump- 
tion at  home  does  not  operate  to  prevent  the  short-sighted  policy  of  discrimination 
against  domestic  development  of  manufacturing  industries,  the  other  contingency  is 
more  or  less  sure  to  arise,  namely,  the  demand  for  the  reduction  of  the  tariff  on  unfinished 
iron  and  steel,  in  order  to  equalize  the  opportunity  of  makers  of  finished  products  in  foreign 
markets. 

And  the  same  report  also  said: 

Of  the  two  policies  open  to  iron  and  steel  makers,  the  far-sighted  one  of  keeping  the 
domestic  and  foreign  markets  as  near  as  possible  on  a  par  in  the  price  of  these  mate- 
rials of  manufacture  seems  by  far  the  wiser  one  to  follow,  both  in  the  interest  of  a 
steadier  course  of  prices,  which  means  steadier  consumption,  and  on  account  of  the 
competition  of  manufacturers  of  finished  goods  with  foreign  manufacturers  in  the  neu- 
tral markets  of  the  world.  *  *  * 

The  other  policy  of  maintaining  prices  to  manufacturers  at  the  highest  level  at  home 
leaves  little  margin  for  experiment  in  seeking  new  markets  and  restricts  the  applica- 
tion of  iron  and  steel  to  additional  uses  at  home.  The  depressing  effects  of  an  agitation 
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for  tariff  revision  to  remedy  this  inequality  are  sure  to  cause  a  far  greater  business  loss, 
not  only  to  the  country  as  a  whole,  but  to  the  producers  of  iron  and  steel  themselves, 
than  is  to  be  gained  by  selling  at  low  prices  abroad,  which  they  can  not  help,  and  at 
high  prices  at  home,  which  they  can  help. 

Nor  can  the  home  market  price  be  sustained  beyond  certain  limits  by  export  sales. 
Certain  American  manufacturers  of  steel  materials  tried  this  policy  up  to  April,  1900. 
It  resulted  in  a  very  positive  shrinkage  in  domestic  consumption  at  the  then  high 
rates.  Farmers  had  ceased  to  purchase  barbed  wire  for  wire  fences.  Retail  hardware 
dealers  had  complained  for  months  of  diminished  business  in  nails  and  wire.  Jobbers 
had  gotten  in  the  way  of  doing  a  hand-to-mouth  business  on  prices  that  had  advanced 
from  $1.35  to  $3.20  in  the  course  of  a  year.  Hence  the  reduction  of  $1  in  April,  1900, 
became  a  necessity  in  order  to  keep  the  mills  in  operation. 

If  steel  rails,  for  example,  sell  at  Pittsburg  for  $35  per  ton  for  months  in  succession 
for  home  consumption,  while  the  foreign  consumer  is  purchasing  them  for  $22  to  $24 
per  ton,  the  domestic  market  is  sure  to  order  no  more  than  it  is  obliged  to  have  for  the 
time  being. 


But  these  statements  had  no  practical  effect  upon  the  iron  and 
steel  manufacturers.  Forthwith  there  was  organized  the  great- 
est of  all  the  trusts,  the  United  States  Steel  Corporation.  Its 
first  president,  Charles  M.  Schwab,  in  testifying  before  the  Indus- 
trial Commission  on  May  11,  1901,  candidly  stated  that  iron  and 
steel  products  were  regularly  sold  at  lower  prices  for  export  than 
for  home  consumption,  and  that  materials  to  go  into  the  making 
of  goods  for  export  w^ere  also  regularly  sold  at  lower  prices  than 
materials  to  go  into  goods  for  home  consumption.  These  extracts 
from  his  testimony  are  especially  interesting: 

Q.  Will  you  take  up  the  question  for  a  moment  of  the  relation  between  export 
prices  and  the  prices  in  this  country?  You  have,  perhaps,  heard  some  of  the  dis- 
cussion.— A.  I  heard  some  of  the  discussion  of  the  gentleman  who  just  preceded  me. 
I  do  not  quite  agree  with  him,  of  course.  It  is  quite  true,  as  he  says,  that  export 
prices  are  made  at  a  very  much  lower  rate  than  those  here;  but  there  is  no  one  who 
has  been  a  manufacturer  for  any  length  of  time  who  will  not  tell  you  that  the  reason 
he  sold,  even  at  a  loss,  was  to  run  his  works  full  and  steady.  That  has  been  the  chief 
thing  regarding  all  these  companies  in  their  export  business.  I  think  you  may  safely 
say  this,  that  where  large  export  business  is  done,  for  example,  in  the  line  of  iron 
and  steel,  nearly  all  the  people  from  whom  supplies  are  bought  for  that  purpose  give 
you  a  good  price  for  the  materials  that  go  into  export.  Railroads  will  in  most  instances 
carry  them  a  little  cheaper  for  you,  and  so  on  all  down  the  line.  But  labor,  within 
my  knowledge,  at  least,  has  never  been  asked  to  work  for  a  lower  price  for  export 
material,  so  that  labor  benefits  more  by  it  than  almost  any  other  interest.** 

Q.  Is  it  a  fact  generally  true  of  all  exporters  in  this  country  that  they  do  sell  at 
lower  prices  in  foreign  markets  than  they  do  in  the  home  market? — A.  That  is  true, 
perfectly  true.  I  just  want  to  interrupt  you  and  say  that  American  steel  has  been 
sold  in  the  American  market  at  as  low  prices  in  times  of  extreme  depression  as  it  has 
been  in  foreign  markets,  but  it  has  been  sold  without  profit.  You  know  we  do  run 
for  a  space  of  time  at  a  loss. 

Q.  Would  you  say  that  when  business  is  in  a  normal  condition  the  export  prices 
are  regularly  somewhat  lower  than  home  prices? — A.  Oh,  yes;  always. 

Q.  (By  Mr.  JENKS.)  I  should  like  to  go  back  a  moment  to  the  question  of  export 
prices.  You  said  that  during  last  year  the  export  price  was  considerably  lower  than 
the  price  in  the  United  States.  Would  you  mind  giving  us  definite  figures?— A.  I 
have  not  them  at  hand,  but  it  would  vary  with  each  article. 

a  The  fallacy  in  this  statement  is  exposed  by  a  notorious  illustration.  It  was  not 
very  long  after  this  testimony  was  given  that  the  tin  plate  branch  of  the  United  States 
Steel  Corporation  coerced  its  workmen  into  an  agreement  to  accept  about  20  per  cent 
lower  wages  upon  tin  plate  made  for  export.  The  company  asserted  that  it  was  only 
by  such  a  reduction  of  wages  that  it  could  obtain  orders  from  the  Standard  Oil  Com- 
pany. Heretofore  that  company  has  used  imported  tin  plate  from  which  to  make  the 
cans  for  exported  oil,  obtaining  a  drawback  from  the  Government  of  99  per  cent  of 
the  duty  paid  on  the  imported  plate. 
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Q.  Suppose  you  take  the  case  of  steel  rails.  Could  you  give  us  about  the  difference 
between  the  export  and  domestic  price? — A.  I  would  have  to  make  a  guess;  I  do 
not  know  definitely.  The  export  price  was  about  $23  a  ton. 

Q.  And  the  price  here?— A.  Was  $26  and  $28. 

Q.  At  the  same  time? — A.  At  the  same  time. 

Q.  In  making  these  export  prices,  are  the  export  prices  at  all  uniform  or  do  they 
vary? — A.  They  vary  with  the  competition  we  may  have. 

Mr.  John  W.  Gates,  then  head  of  the  American  Steel  and  Wire 
Company,  told  the  Industrial  Commission  on  November  14,  1899, 
that  barb  wire  and  wire  goods  were  sold  cheaper  to  foreigners  because 
lower  prices  were  necessary  in  order  ^to  hold  outside  trade."  He 
said  they  were  exporting  700  tons  of  wire  a  day  and  that  they  fur- 
nished England  with  60  per  cent  of  her  supply  of  wire. 


The  Industrial  Commission  made  what  was  called  an  investigation 
of  export  prices.  It  sent  schedules  of  inquiry  to  2,000  of  the  600,000 
manufacturing  establishments  in  this  country  at  that  time.  It 
received  416  replies.  In  these  replies  75  manufacturers  admitted 
that  they  were  discriminating  in  favor  of  foreign  customers,  and  that 
their  exports  were  valued  at  about  $4,000,000. 

On  the  supposition  that  these  75  manufacturers  were  the  only  ones 
in  this  entire  country  who  were  selling  goods  for  export  at  reduced 
prices,  many  leading  Republicans  have  asserted  at  times  that  out  of 
the  total  product  of  manufactured  goods,  valued  at  that  time  at 
$13,000,000,000,  and  of  our  total  exports  of  manufactured  goods, 
valued  at  over  $450,000,000,  only  $4,000,000  worth  of  goods  were 
being  sold  abroad  at  reduced  prices.  Absurd  as  they  were,  these 
statements  were  repeated  in  many  forms  in  the  Republican  campaign 
book  of  1904  and  in  the  speeches  of  Secretary  Shaw,  Speaker  Cannon, 
and  others. 

That  the  investigation  of  this  subject  made  by  the  Industrial  Com- 
mission was  most  inadequate  is  evident  to  all  who  know  how  it  was 
conducted,  and  was,  indeed,  substantially  admitted  by  the  commis- 
sion in  their  report. 

Replies  were  received  from  only  about  one  out  of  every  five  manu- 
facturing establishments  to  which  schedules  of  inquiry  were  sent.  As 
it  was  optional  with  the  manufacturers  whether  or  not  they  should 
fill  out  and  return  the  inquiry  blanks,  it  may  be  presumed  that  the 
really  guilty  ones  did  not  volunteer  information  which  would  endanger 
their  protection.  Many  manufacturers  made  ridiculous  answers,  per- 
haps with  a  view  to  providing  campaign  material  for  the  party  of 
protection. 

Thus,  many  asserted  that  their  domestic  prices  were  substantially 
below  their  export  prices.  This  is  absurd.  Not  only  is  there  no  rea- 
son why  export  should  exceed  domestic  prices,  but  it  is  next  to  impos- 
sible for  them  to  do  so.  As  a  very  large  percentage  of  all  goods  ex- 
ported are  sold  through  export  commission  houses,  which  buy  of 
manufacturers  and  sell  to  foreign  customers,  it  is  absurd  to  suppose 
that  they  would  pay  manufacturers  much  more  for  goods  than  these 
goods  were  selling  for  in  the  domestic  market.  The  exporters  would, 
of  course,  fill  their  foreign  orders  by  buying  goods  where  they  could 
obtain  them  cheapest.  Hence  it  would  be  impossible  for  the  export 
to  exceed  the  domestic  prices,  under  similar  conditions  of  sale.  Under 
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the  circumstances  of  the  Industrial  Commission's  work  it  was  remark- 
able that  even  75  manufacturers  frankly  admitted  that  they  were 
selling  goods  cheaper  to  foreigners  than  to  Americans. 

EVIDENCE    FROM    THE    INDUSTRIAL    COMMISSION'S    REPORT. 

In  spite  of  the  unfavorable  conditions  under  which  the  Industrial 
Commission's  investigation  was  made,  considerable  valuable  infor- 
mation was  obtained  from  the  admissions  of  the  75  manufacturers 
and  from  the  conclusions  of  the  commission.  The  commission  was  a 
strongly  Republican  and  partisan  body,  but  in  its  report,  issued  in 
1901,  in  summing  up  their  conclusions  as  to  export  prices,  this  body 
said: 

In  about  20  per  cent  of  the  cases  covered  by  the  commission's  returns  the  export 
prices  have  ruled  lower  than  those  charged  to  home  consumers.  *  *  *  The  prac- 
tice is  quite  common  in  all  countries,  and  on  the  part  of  separate  establishments  as 
well  as  combinations. 

In  view  of  "the  practice  by  some  exporters  of  making  lower 
prices  abroad  than  at  home,  and  of  the  desirability  of  protecting 
the  consumer  as  well  as  the  producer,"  the  commission  recom- 
mended that,  "without  waiting  other  legislation,  the  Congress 
provide  for  a  commission  to  investigate  and  study  the  subject, 
and  to  report  as  soon  as  possible  what  concessions  in  duties  may 
be  made  without  endangering  wages  or  employment  at  home;  what 
advantages  abroad  may  be  obtained  therefrom,  and  also  to  suggest 
measures  best  suited  to  gain  the  ends  desired." 

This  was  a  substantial  admission  that  the  investigation  was  not 
thorough  and  that  tariff  duties  were,  in  part,  at  least,  responsible  for 
the  difference  between  export  and  home  prices.  No  attention  what- 
ever was  paid  to  this  recommendation  by  Congress. 

One  of  the  commission,  Mr.  Thomas  W.  Phillips,  did  not  sign  the 
majority  report.  In  a  supplementary  statement  he  said: 

There  are  a  large  number  of  industries  in  which  it  is  in  evidence  that  the  domestic 
price  is  much  higher  than  the  export  price.  I  do  not  agree  that  the  answers  to  inquir- 
ies addressed  by  the  commission  to  exporters  indicate  that  the  trusts  are  not  charge- 
able with  this  practice  to  any  serious  extent.  Out  of  2,000  schedules  of  inquiries  sent 
out  there  were  received  only  416  replies,  and  only  a  very  few  of  these  replies  came 
from  corporations  known  popularly  as  trusts  (Vol.  XIII,  p.  726).  The  fact  that  about 
75  answers  indicated  lower  prices  abroad  than  at  home  is  significant  when  it  is  noted 
that  more  than  four-fifths  of  those  addressed  failed  to  answer,  and  that  naturally  those 
who  are  chargeable  with  such  discrimination  would  be  the  ones  who  would  decline  to 
reply. 

Several  witnesses  before  the  commission  on  behalf  of  the  trusts  admitted  that  their 
export  prices  were  lower  than  their  domestic  prices,  but  they  contended  that  this  was 
necessary  in  order  to  work  off  their  surplus  and  to  keep  their  establishments  running 
full  time,  and  that  all  manufacturers  in  all  countries  do  the  same.  This  argument 
overlooks  the  fact  that  their  surplus  products  could  also  be  worked  off  by  lower  prices 
at  home,  and  that  it  is  the  tariff  which  encourages  them  to  cause  domestic  surplus 
by  restricting  domestic  consumption  through  high  prices. 

LEAD,  LEATHER,  STEEL. 

On  April  2,  1902,  Mr.  John  M.  Peters  testified  before  the  Ways  and 
Means  Committee  that  lead  was  being  exported  and  sold  for  but  little 
more  than  half  of  the  home  price.  On  the  same  day  Mr.  A.  G.  Web- 
ster, president  of  the  New  England  Shoe  Association,  testified  that 
leather  was  sold  for  export  at  5  to  10  per  cent  below  domestic  prices. 
In  1904  Mr.  James  J.  Hill,  of  the  Great  Northern  Railroad,  testified 
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before  the  Congressional  Merchant  Marine  Commission  that  competing 
roads  in  Canada  were  obtaining  American  rails  at  $10  a  ton  less  than 
he  had  to  pay  for  them.  Many  other  reliable  witnesses  testified 
before  the  same  commission  to  similar  differences  between  the  domes- 
tic and  export  prices  of  ship  plates  and  other  shipbuilding  material, 
and  leading  trade  papers  in  that  year  published  reports  of  similar 
transactions.  In  a  speech  in  the  Senate  on  April  25,  1904,  Senator 
Augustus  O.  Bacon,  of  Georgia,  produced  evidence  from  well-known 
railroad  officials  of  a  number  of  sales  of  rails  for  foreign  countries  at 
lower  prices  than  for  the  domestic  market. 

II. — OFFICIAL  EVIDENCE  FROM  GREAT  BRITAIN. 

THE  BLUE  BOOK  OF  THE  BOARD  OF  TRADE. 

The  British  Blue  Book  on  "  British  and  Foreign  Trade  and  Indus- 
trial Conditions,"  issued  by  the  board  of  trade  late  in  1903,  contains 
much  evidence  of  foreign  goods  sold  lower  in  Great  Britain  than  in 
the  countries  of  their  origin.  This  evidence  relates  principally,  if 
not  entirely,  to  Germany,  Austria-Hungary,  and  the  United  States — 
all  protected  countries. 

The  evidence  shows  that  German  coal,  coke,  pig  iron,  steel  billets, 
rails  and  girders,  wire,  wire  nails,  ship  plates,  and  paper  are  sold 
much  cheaper  in  England  than  in  Germany,  the  difference,  in  the 
case  of  steel  rails,  amounting  to  20  per  cent,  and  in  the  case  of  wire 
nails  to  over  50  per  cent  of  the  German  home  prices.  It  shows 
that  American  steel  (tin  plate)  bars,  ship  plates,  steel  billets,  and 
merchant  iron  and  steel  were  then  selling  in  Great  Britain  at  prices 
far  below  those  prevailing  in  the  United  States. 

This  evidence  is  proof  that  like  conditions  produce  like  results, 
and  that  manufacturers  in  protected  markets  in  any  country  are 
likely  to  compel  their  customers  at  home  to  pay  higher  prices  for 
goods  than  those  charged  foreign  customers. 

THE    CHAMBERLAIN    TARIFF    COMMISSION    REPORT. 

The  growth  of  the  practice  by  the  protected  manufacturers  of 
foreign  countries,  especially  Germany  and  the  United  States, 
of  selling  goods  cheaper  in  the  free  British  market  than  at  home, 
created  a  great  commercial  and  political  agitation  in  Great  Britain 
and  brought  on  a  determined  effort  by  Joseph  Chamberlain  and 
his  followers  to  impose  tariff  duties  to  prevent  the  " dumping" 
of  foreign  goods  in  England.  As  a  result  of  this  movement  a  com- 
mission was  made  up  of  about  sixty  of  the  leading  business  men  of 
England,  known  as  the  "  Chamberlain  Tariff  Commission."  It  took 
testimony  for  several  months,  and  the  first  volume  of  its  report, 
relating  to  iron  and  steel,  was  issued  in  July,  1904. 

While  this  commission  was  an  unofficial  body,  its  report  has  been 
accepted  as  of  the  highest  authority.  A  great  number  of  British 
manufacturers,  covering  every  branch  of  their  great  iron  and  steel 
industry,  either  testified  personally  before  the  commission  or  sent  in 
written  statements  in  answer  to  very  thoroughly  prepared  question 
sheets  submitted  to  the  trade  by  the  commission.  The  evidence, 
showing  sales  in  the  British  market  by  manufacturers  of  iron  and 
steel  products  in  Germany  and  in  the  United  States,  at  prices  greatly 
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below  the  domestic  prices  charged  by  the  same  manufacturers  in  those 
countries  to  domestic  consumers,  was  overwhelming  and  startling. 
The  conclusions  of  the  commission  in  respect  to  the  facts  are  fully 
sustained  by  the  evidence.  The  remedy  they  proposed  was  the  impo- 
sition of  duties  by  Great  Britain  upon  importations  of  iron  and  steel 
from  Germany  and  the  United  States.  The  evidence  taken  before 
this  commission  was  very  voluminous.  A  few  extracts,  typical  of 
the  whole,  and  showing  sales  by  American  manufacturers  in  the 
British  market  at  prices  greatly  below  the  domestic  prices  in  the 
United  States,  make  interesting  reading  for  American  consumers  of 
iron  and  steel  products. 

EVIDENCE    OF   ENGLISH    FIRMS    AS    TO    PRICES    OF    "DUMPED"    GOODS. 

Firm  No.  898:  Pig  iron  from  the  United  States  is  imported  into  this  country  below 
cost  price  here.  Our  customers  are  buying  at  5s.  per  ton  less  than  we  can  produce 
at,  and  the  Americans  are  reported  to  be  selling  for  export  to  England  at  a  price 
equivalent  to  8s.  per  ton  lower  than  the  price  at  which  they  are  supplying  their  own 
country. 

Firm  No.  1147:  We  were  informed  by  an  American  mattress  maker  last  summer 
that  American  wire,  which  could  be  bought  in  Birmingham  at  £18  per  ton,  was  sold 
for  £21  in  the  States,  and  when  freight,  etc.,  is  taken  into  consideration,  this  would 
be  a  drop  of  between  15  and  20  per  cent.  Our  price  in  Birmingham  is  £18  10s., 
but  90  per  cent  of  the  wire  used  by  mattress  makers  in  Birmingham  is  American, 
and  doubtless  the  same  condition  prevails  in  other  towns. 

GERMAN   AND   AMERICAN    BARS. 

Firm  No.  1512:  The  following  are  the  prices  of  German  and  American  bars  for 
export  to  this  country  and  for  their  own  trade : 


Export  per  ton. 

Home  market  per  ton. 

German  bars 

77s.  d/d  works  in  Wales       

92s.  6d.  f.  o.  b.  maker's  works. 

American  bars 

76s  d/d  works  in  Wales 

$28,  or  £5  16s.  8d.  f.  o.  b  maker's  works. 

Price  of  Welsh  bars,  80s.  to  85s.,  delivered. 

Tariff  on  steel  bars  into  Germany,  23s.  5d.  per  ton. 

Tariff  on  steel  bars  into  United  States  of  America,  46s.  8d.  per  ton. 

Firm  No.  478:  Messrs.  A-B-C,  of  Sheffield,  used  to  buy  large  quantities  of  steel 
from  us  for  export  to  (colony).  They  now  buy  in  the  States  and  ship  direct  to  (col- 
ony). They  never  see  it;  only  invoice  and  pocket  the  profit.  How  is  tariff  reform 
going  to  deal  with  this? 

BRITISH   LOSING   CANADIAN    MARKET   FOR   TIN   PLATES. 

Firm  Nos.  1510  and  1511:  Our  experience  is  that  we  are  fast  losing  the  Canadian 
market  for  tin  plates,  and  the  Americans  have  recently  sold  at  least  100,000  boxes 
there,  while  it  is  reported  that  they  have  also  taken  orders  for  Australia. 

The  Iron  Age  of  February  4,  1904,  page  48,  gives  the  price  of  20  by  14  tin  plates 
at  $3.64  f.  o.  b.  Chicago,  or  15s.  9d.  a  box.  The  present  price  of  English  tin  plate  is 
about  10s.  9d.,  net,  f.  o.  b.  Swansea.  Notwithstanding  this  difference  in  favor  of  our 
tin  plates,  the  Americans  have  booked  Canadian  orders  at  a  price  delivered  Canada 
less  than  f.  o.  b.  Swansea  price  of  English  plates.  The  tariff  put  on  tin  plates  by  the 
United  States  has  completely  killed  our  trade  with  that  country,  except  as  regards  a 
small  export  of  tin  plate  for  reexportation,  on  which  a  rebate  of  99  per  cent  of  the 
tariff  is  allowed . 

Witness  No.  1  (505):  In  Canada  we  suffer  from  American  competition.  I  lost  an 
order  for  1,000  tons  of  steel  rails  there  last  week.  America  also  competes  in  Australia 
and  at  the  Cape,  but  not  so  keenly  as  in  Canada.  I  can  not  give  you  the  reason  for 
the  loss  of  the  order  of  1,000  tons  of  rails;  the  order  was  intended  for  Cape  Breton, 
and  was  worked  through  Glasgow  merchants,  who  assured  us  we  would  get  the  order. 
We  lost  it  in  spite  of  the  33  per  cent  preference. 
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SELLING    PRICES    OF   TUBES    IN    PROTECTED    COUNTRIES. 

Witness  No.  12  (820):  It  is  a  fact  that  tubes  are  sold  at  higher  prices  in  protected 
countries  than  the  same  countries  export  and  sell  at  in  Great  Britain.  On  February 
18,  1904,  I  got  from  the  British  consul  at  Pittsburg,  America,  the  discounts  from  the 
American  price  lists  that  the  tubes  are  being  sold  at  in  Pittsburg — that  is  the  largest 
seat  of  manufacturing  of  American  tubes.  That  was  in  truck  loads  of  5  tons.  When 
I  worked  out  this  on  the  American  price  lists,  less  the  discounts  given  me,  and  at 
per  1,000  feet — taking  1,000  feet  of  each  of  the  sizes  for  which  I  am  able  to  get  a  price, 
namely,  fourteen,  making  a  total  of  14,000  feet — I  got  a  net  sum  that  they  would  pay 
in  Pittsburg  of  £420  4s.  Id.,  and  on  the  same  date — and  it  fortunately  happens  that 
it  was  the  same  date — I  got  a  quotation  from  the  United  Steel  Products  Company  of 
America,  practically  the  selling  spot  for  some  of  the  large  American  works,  for  tubes 
delivered  in  the  Thames,  London.  These  discounts  are  quoted  from  the  English 
price  list.  I  took  1,000  feet  of  each  of  these  fourteen  sizes — they  are  the  running 
sizes  of  the  trade — and  less  the  discounts  which  they  gave  me  it  made,  for  14,000 
feet,  £332  14s.  6d.,  so  that  the  American  is  really  dumping  in  the  Thames,  at  £87 
9s.  7d.,  for  this  quantity  of  tubes,  less  price  than  he  is  obtaining  at  the  point  of  man- 
ufacture, where  he  has  neither  to  pay  freight  nor  carriage.  In  other  words,  he  is 
selling  at  26.25  per  cent  higher  price  in  Pittsburg  than  he  is  selling  the  same  tubes 
in  the  Thames. 

Witness  No.  13  (864):  In  July,  1904,  the  American  bars  came  in  and  they  were 
actually  being  sold  at  £5  5s.  a  ton  c.  i.  f.,  against  our  price  of  £7  at  that  time,  and 
the  buyers  completely  held  off  buying  tin  plates,  and  there  was  a  fortnight's  stoppage 
of  all  the  tin-plate  works. 

A    CONTINUOUS    AND    ORGANIZED    SYSTEM. 

On  the  voluminous  and  very  complete  evidence  taken  before  them, 
this  commission  of  merchants  came  to  the  following  conclusions  on 
the  subject  of  "dumping": 

It  is,  in  our  opinion,  impossible  to  maintain  that  dumping  is  merely  a  temporary 
expedient,  unprofitable  to  the  countries  which  practice  it,  and,  therefore,  certain 
to  be  abandoned.  In  fact,  the.  evidence  indicates  that  dumping  is  a  part  of  an  organ- 
ized policy.  The  evidence  further  suggests  that,  just  as  foreign  competition,  com- 
mencing at  the  lower  stages  of  production,  has,  as  we  have  shown,  gradually  extended, 
so  foreign  countries  must  inevitably  find  it  profitable  to  dump  in  branch  after  branch 
of  the  more  finished  manufactures  as  their  productive  power  increases. 

TRUSTS    AND    KARTELLS. 

Much  evidence  was  taken  also  before  this  commission  on  the 
effect  of  trusts,  syndicates,  and  kartells  in  establishing  and  main- 
taining the  system  of  selling  products  in  foreign  markets  at  prices 
greatly  below  the  home  price.  The  evidence  is  very  interesting,  but 
we  have  not  space  to  review  it  in  this  pamphlet.  The  commission 
came  to  the  following  conclusion : 

Amongst  the  witnesses  we  have  examined  and  in  the  returns  made  by  manufac- 
turers there  is  some  diversity  of  opinion  as  to  the  effect  of  trusts  and  kartells,  so  far 
as  the  promotion  of  economies  of  production  is  concerned,  but  there  is  a  general  agree- 
ment that,  in  association  with  the  tariff  policy  of  the  countries  concerned,  the  trusts 
and  syndicates  of  the  United  States,  and  more  particularly  the  kartells  of  Germany, 
are  a  powerful  aid  in  securing  the  control  of  the  home  market  and,  as  a  consequence, 
in  regulating  the  export  trade. 

III. — MORE  EVIDENCE  AND  A  GENERAL  ADMISSION. 

THE  TARIFF  REFOM  COMMITTEE'S  PAMPHLET  OF  1904. 

In  October,  1904,  the  Tariff  Reform  Committee  issued  a  pamphlet 
entitled  " Export  Prices/'  which  gave  in  considerable  detail  the  evi- 
dence above  referred  to  and  quoted  from,  and  much  other  evidence 
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gathered  from  the  best  trade  journals, newspapers,  and  reports;  and 
also  comprehensive  lists,  obtained  from  manufacturers,  agencies,  and 
export  houses,  of  a  great  variety  of  manufactured  goods,  with  the 
exact  discounts  or  prices  at  which  these  were  being  sold  at  the  time 
for  export  and  in  the  domestic  market,  and  the  percentages  of  differ- 
ence in  the  prices  to  the  advantage  of  the  foreign  consumer.  This 
pamphlet  was  widely  used  and  quoted,  and  the  mass  of  evidence  shown 
in  it  was  completely  convincing  and  unanswerable. 

REPUBLICANS    GLORY    IN    LOWER    FOREIGN    PRICES. 

The  wide  publication  of  the  official  and  authoritative  admissions 
and  other  evidences  of  customary  lower  prices  for  export  have  made 
it  practically  impossible  for  any  Republican  or  protectionist  declara- 
tions to  continue  the  former  denial.  And  as  the  facts  had  to  be 
admitted,  it  was  necessary,  of  course,  to  attempt  to  justify  them. 
Justification  was  sought  by  stating  that  every  other  manufacturing 
nation  with  which  our  country  must  come  into  competition  does  the 
same  thing,  and  that  the  practice  increases  the  output  of  manufac- 
tured goods  and  the  employment  of  labor.  The  Republican  Cam- 
paign Text-Book  of  1906,  in  referring  briefly  to  this  matter,  said: 

It  is  possible  that  some  of  these  markets  (foreign  ones)  have  been  gained  in  the 
first  place  through  a  resort  to  lower  prices,  that  is,  a  selling  of  an  article  at  a  lower  price 
abroad  than  at  home,  a  practice  resorted  to  by  every  other  manufacturing  nation  with 
whom  we  must  come  into  competition.  If  this  has  been  done,  it  is  to  the  glory  and 
honor  of  every  American  manufacturer  who  has  done  it  that  he  has  increased  the  sales 
of  his  wares  abroad,  thereby  increasing  the  volume  of  his  output,  the  employ  of  labor, 
and  the  wages  of  his  men,  for  be  it  understood  that  American  workingmen  get  pre- 
cisely the  same  wages  for  any  goods  that  may  be  sold  abroad  at  a  lower  price  as  they 
do  for  those  sold  in  the  home  market. 

THE    TARIFF    REFORM    COMMITTEE'S    PAMPHLET    OF    1906. 

The  latter  part  of  this  statement  was  not  really  true,  for  it  was 
well  known  that  the  tin-plate  branch  of  the  Steel  trust  had  had  in 
operation  since  1902  a  shrewd  device  whereby  its  employees  when 
working  on  goods  for  export  actually  received  wages  25  per  cent  lower 
than  when  making  tin  plate  for  domestic  consumption.  This  was 
shown  in  the  pamphlet  entitled  " Export  Prices  to  Date/'  by  Byron 
W.  Holt,  issued  by  the  Tariff  Reform  Committee  in  October,  1906. 
This  pamphlet  reviewed  the  more  recent  evidences  of  the  almost  uni- 
versal practice  of  selling  cheaper  to  foreigners  and  gave  new  com- 
Earisons  of  the  exact  export  and  domestic  prices  and  discounts  on  a 
irge  number  of  manufactured  articles,  showing  the  percentages  of 
difference  in  favor  of  the  foreigners. 

LOWER    DOMESTIC    PRICES    INCREASE    SALES. 

The  absurdity  of  the  attempted  justification  in  the  Republican 
Campaign  Text-Book  of  1906  was  readily  apparent.  It  is  true,  of 
course,  that  low  prices  to  foreigners  increase  the  sales  of  our  wares 
abroad.  Lower  domestic  prices  on  the  same  wares  would  also  increase 
the  sales  in  this  country,  thereby  increasing  the  output  and  the  em- 
ployment of  labor,  and  tending  to  increase  the  wages  of  the  workers. 
An  excellent  illustration  of  this  truth  appears  in  the  recent  experience 
of  the  Steel  trust.  Notwithstanding  the  panic  of  1907,  it  rigorously 
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maintained  its  prices  and  kept  up  its  price  agreements  with  the  so- 
called  independent  steel  manufacturing  concerns,  who  followed  the 
trust's  policy  of  keeping  up  prices,  until,  in  February,  1909,  presum- 
ably in  order  to  influence  proposed  tariff  legislation,  it  made  with 
great  public  announcements  a  sweeping  reduction  in  prices,  which  the 
"  independents "  had  already  for  the  most  part  been  quietly  making 
with  the  consent  of  the  trust.  The  result  was  a  prompt  and  very 
marked  revival  of  activity  in  the  domestic  sales  of  iron  and  steel 
products,  leading  to  the  planning  and  building  of  many  new  bridges, 
buildings,  and  other  structures,  and  the  renewal  of  operations  in  many 
industries  requiring  iron  and  steel.  The  truth  stated  by  the  Repub- 
lican Campaign  Text-Book  is  true,  of  course,  of  lead,  oil,  chemicals, 
hardware,  typewriters,  and  all  articles.  The  domestic  market  would 
be  vastly  enlarged  by  lower  prices.  The  American  people  constitute 
the  greatest  purchasing  possibilities  in  the  world.  Why  can  not  this 
common-sense  method  of  increasing  sales  be  applied  to  them?  The 
restoration  of  natural  prices  in  this  country  would  bring  an  enormous 
growth  and  development  of  manufactures. 

In  so  far  as  the  quoted  Republican  statement  is  true  about  wages 
for  making  goods  for  export,  it  shows  that,  after  paying  the  full  and 
customary  American  wages,  the  manufacturers  in  question  can  and 
do  sell  their  goods  in  foreign  markets  in  competition  with  the  world. 


This  subject  of  lower  export  prices  to  foreigners  is,  without  ques- 
tion, the  most  difficult  and  troublesome  that  the  apologists  for  "  pro- 
tection" have  ever  had  to  deal  with.  The  facts  can  no  longer  be 
denied  and  they  can  not  be  justified  to  the  people.  The  people  are 
also  beginning  to  realize  what  these  facts  mean,  and  to  know  that 
here  is  the  positive  proof  that  the  " protection"  is  not  needed  to 
enable  the  manufacturers  to  meet  the  world's  competition,  and  that 
the  promised  ultimate  benefits  of  " protection"  to  the  consuming 
public  can  not  be  realized,  all  the  burdens  borne  so  long  by  the  peo- 
ple going  simply  to  maintain  exorbitant  prices  in  the  domestic  market 
and  to  add  to  the  swollen  fortunes  of  the  favored  few.  More  than 
this,  they  see  that  these  unnaturally  high  prices  at  home  handicap 
all  unprotected  exporters,  whether  manufacturers  or  farmers,  com- 
pelling them  to  pay  higher  prices  for  materials,  machinery,  and  sup- 
plies than  are  paid  by  their  foreign  competitors;  thus  really  encourag- 
ing foreign  industry  and  discouraging  domestic  industry. 

THE   DRAWBACK   AND    WHAT    IT   MEANS. 

The  people  understand  very  well,  also,  that  these  lower  export 
prices  are  not  made  because  of  the  drawback  provisions  in  the  tariff 
act,  except  in  a  comparatively  few  cases,  and  have,  for  the  most  part, 
practically  nothing  to  do  with  the  drawback.  Leslie  M.  Shaw  and 
other  extreme  protectionists  attempted  several  years  ago  to  explain 
lower  export  prices  as  generally  due  to  drawbacks,  but  this  explana- 
tion has  not  been  repeated  of  late.  The  drawback  provides  that  99 
per  cent  of  the  duties  actually  paid  on  imported  materials  shall  be 
refunded  to  the  manufacturer  on  proving  that  the  same  identical 
materials  were  used  in  finished  products  which  have  been  exported 
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from  this  country.  It  is  clear  that  the  practice  of  selling  cheaper  to 
foreigners  is  and  has  been  " well-nigh  universal"  among  protected 
industries,  and  that  the  great  bulk  of  the  commodities  so  exported 
and  sold  are  made  almost  entirely  from  materials  of  domestic  pro- 
duction, on  which  no  drawback  can  possibly  be  obtained.  This  is 
well  known  to  be  the  case  with  the  iron  and  steel  products  of  the 
Steel  trust,  which  form  so  large  a  part  of  the  exports  at  lower  prices. 
The  whole  drawback  system,  however^  is  an  authoritative  admission 
of  the  importance  to  domestic  manufacturers  of  getting  their  neces- 
sary materials  at  duty-free  prices.  And  in  every  case  in  which  the 
drawback  privilege  is  used,  it  is  an  official  admission  that  the  manu- 
facturers in  question,  with  free  raw  materials,  can  meet  the  competi- 
tion of  the  world.  Its  effect,  however,  with  the  maintenance  of 
" protective"  duties,  is  to  encourage  American  manufacturers  to  use 
materials  of  foreign  rather  than  of  American  production. 

THE  DRAWBACK  HELPS  THE  SUGAR  TRUST  TO  FAVOR  FOREIGNERS. 

A  clear  illustration  of  the  operation  of  the  drawback  is  found  in 
the  exportation  of  refined  sugar.  Practically  all  the  refineries  export 
from  time  to  time  refined  sugar,  when  made  from  raw  sugar  of  other 
than  domestic  or  Cuban  production.  The  regular  rate  of  duty  on 
the  grade  of  raw  sugar  most  used,  96°,  is  1.685  cents  per  pound.  By 
a  special  provision  m  the  tariff  act,  intended  as  a  favor  to  Cuba,  the 
Cuban  sugars  pay  20  per  cent  less  than  the  regular  rate  on  importa- 
tion here.  It  requires,  on  an  average,  about  106  pounds  of  raw 
sugar  to  produce  100  pounds  of  refined.  Hence  the  amount  of  duty 
paid  on  the  imported  raw  sugar  which  has  gone  into  100  pounds  of 
refined  sugar  is  $1.786  at  the  regular  rates.  As  the  Cuban  sugar 
practically  determines  the  market  price  of  raws  in  New  York,  the 
best  commercial  advantage  is  gained  by  exporting  refined  sugar 
made  from  raws  imported  from  foreign  countries  other  than  Cuba, 
as  99  per  cent  of  the  duties  paid  thereon  at  the  regular  rates  are 
refunded  to  the  refiner  on  exportation.  The  duty  on  refined  sugar 
is  1.95  cents  per  pound. 

On  February  25,  1909,  the  American  Sugar  Refining  Company 
(the  Sugar  trust)  exported  refined  sugar  to  Great  Britain  at  2.6  cents 
per  pound.  This  was  reported  at  the  time  in  "Willett  and  Gray's 
Satistical  Sugar  Trade  Journal,"  the  authoritative  journal  of  the 
trade.  At  the  same  time  the  wholesale  price  of  the  same  article 
in  the  domestic  market  was  4.55  cents  per  pound.  The  difference 
in  favor  of  the  foreign  consumer  was  1.95  cents  per  pound,  the  exact 
amount  of  the  duty  on  refined  sugar.  This  exportation  was  only 
made  because  of  the  drawback,  which  practically  canceled  the  duty  on 
the  raw  sugar.  It  shows  that  with  free  raw  sugar  the  trust  and  other 
refiners  would  be  exporting  refined  sugar  right  along,  and,  with  no 
tariff  on  refined  sugar,  they  would  be  supplying  the  entire  American 
public  at  1.95  cents  per  pound  less  at  wholesale,  thus  lifting  a  heavy 
tax  from  every  household  and  enormously  advancing  our  domestic 
and  export  trade  in  jams,  jellies,  and  preserved  fruits. 

The  " protection"  given  to  the  Sugar  trust  is  odious.  It  is  equiva- 
lent to  78.7  per  cent  ad  valorem.  No  refining  interests  need  it. 
Mr.  Claus  A.  Spreckels,  president  of  the  Federal  Sugar  Refining  Com- 
pany, a  concern  independent  of  the  trust,  testified  before  the  Ways 
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and  Means  Committee  on  November  17,  1908,  that  the  domestic 
sugar  refining  interests  needed  no  protection  provided  they  could 
'have  free  raw  sugar,  and  that  he  favored  the  admission  of  both  raw 
and  refined  sugar  entirely  free  of  duty. 

Something  like  6,000,000,000  pounds  of  refined  sugar  are  con- 
sumed annually  in  this  country,  of  which  amount  the  Sugar  trust 
refines  about  4,500,000,000  pounds,  or  75  per  cent.  Yet  this  giant 
industry,  noted  for  its  enormous  profits  and  great  accumulated 
wealth,  not  content  with  its  extreme  "  protection "  (the  net  protec- 
tion on  refined  sugar  is  from  16  to  20  cents  per  100  pounds,  while 
the  total  labor  cost  of  refining  does  not  exceed  10  cents),  has  delib- 
erately robbed  the  Government  by  false  weights  of  over  $2,000,000 
during  the  past  ten  years.  It  has  been  convicted  in  court  and  has 
made  settlement  by  agreeing  to  pay  the  two  million  at  once  to  the 
United  States  Treasury.  The  evidence  in  court  showed  that  its 
juggling  of  weights  evaded  the  duty  on  something  like  1J  per  cent 
of  the  raw  sugar  bought,  or  about  2  cents  per  100  pounds,  which,  of 
course,  gave  the  trust  so  much  additional  advantage  in  giving  lower 
prices  to  foreigners  at  our  expense. 

THE  REPUBLICAN  APOLOGY  OF  1908. 

The  Republican  defense  of  the  offensive  practice  of  selling  cheaper 
abroad  has  now  been  reduced  to  the  mere  statement  that  manufac- 
turers of  other  nations  make  the  same  sort  of  price  discriminations 
in  favor  of  export  trade  that  our  protected  manufacturers  do.  The 
only  mention  of  this  delicate  subject  in  the  Republican  Campaign 
Text-Book  for  1908  is  the  quotation  of  a  statement  by  Judge  E.  H. 
Gary,  chairman  of  the  board  of  directors  of  the  Steel  trust,  made 
before  the  House  Committee  on  Merchant  Marine  in  April,  1906. 
This  quotation  is  as  follows  (pp.  110,  111  of  the  Text-Book): 

The  Great  Britain  home  price  of  rails  is  $31.50  per  ton  and  the  export  price  of 
Great  Britain  is  $25  f.  o.  b.  their  mills.  In  Germany  the  home  price  is  $30  and  the 
export  price  $24;  in  France  the  home  price  is  $31  and  the  export  price  $25.50;  in  Aus- 
tria the  home  price  is  $31  and  the  export  price  $25.50;  in  Belgium  the  home  price 
is  $30  and  the  export  price  $24;  in  the  United  States  the  home  price  is  $28  and  the 
export  price  about  $26.60.  There  is  less  margin  in  this  country  than  anywhere  else, 
and  the  home  prices  abroad,  you  will  observe,  are  invariably  larger  than  our  home 
prices. 

Now,  take  structural  material,  including  shapes,  plates,  bars,  angles,  and  tees. 
In  Great  Britain  the  home  price  is  $1.60  per  100  pounds  and  the  export  price  $1.35; 
in  Germany  the  home  price  is  $1.50  and  the  export  price  $1.25;  in  France  the  home 
price  is  $1.65  and  the  export  price  $1.35;  in  Austria  the  home  price  is  $1.50  and  the 
export  price  $1.35;  in  Belgium  the  home  price  is  $1.55  and  the  export  price  $1.35; 
in  the  United  States  the  home  price  is  $1.60  and  the  export  price  $1.40.  Our  cus- 
tomers generally,  however,  are  covered  for  the  season  at  about  $1.40.  These  figures 
are  taken  from  authoritative  sources  and  I  think  there  is  no  doubt  that  they  are  reliable. 
They  are  the  figures  upon  which  we  are  doing  our  business  right  along  every  day. 

If  you  did  not  have  this  avenue  of  export  trade  by  which  you  could  dispose  of 
the  surplus  product  which  is  in  excess  of  the  domestic  demand  [said  Representa- 
tive Littlefield]  you  would  either  have  to  stop  producing  and,  therefore,  lose  the 
use  of  your  mills  and  sustain  a  loss  in  that  respect,  or  you  would  have  to  carry  the 
surplus  product  on  hand  until  the  demand  was  created  for  it  elsewhere. 

Yes,  but  I  do  not  think  it  would  be  practicable  to  manufacture  and  carry  the  sur- 
plus; it  runs  into  money  so  fast.  I  think  we  would  have  to  shut  down  our  mills,  and 
you  know  what  that  means  in  the  disorganization  of  forces.  So  it  really  comes  to 
this:  That  we  would  be  obliged  to  increase  the  cost  of  manufacture  if  we  could  not 
run  at  full  capacity.  That  would  be  the  inevitable  result. 
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It  will  be  noted  that  there  is  liere  no  more  denial  of  the  fact  of 
price  discriminations  against  the  domestic  consumers  of  the  United 
States,  but  an  explicit  admission,  with  an  attempt  to  show  that 
the  same  sort  of  thing  is  general  in  the  other  principal  manufacturing 
nations.  The  practice  is  unquestionably  a  result  of  protectionism, 
and  the  statement  quoted  shows  the  absurdity  of  it.  If  the  French 
sell  the  same  steel  at  the  mills  at  30  celits  per  hundred  pounds  less 
for  Germans  than  for  their  own  people,  they  are  handing  over  to  the 
hated  foreigners  just  so  much  wealth  and  so  much  advantage  in  the 
competition  for  the  world's  markets.  If  the  Germans  sell  the  same 
steel  at  the  mills  at  25  cents  per  hundred  pounds  less  for  the  French 
than  for  their  own  people,  they  are  giving  similar  favors  and  advan- 
tages to  foreigners;  and  so  on  all  along  the  line;  and  the  whole  affair 
is  very  foolish,  with  practically  no  net  advantage  to  any  of  the 
nations  as  a  whole  except  to  the  ones  whose  ports  are  open  to  receive 
the  wealth  " dumped"  upon  them.  By  her  comparatively  free  trade 
policy,  Great  Britain  has,  for  more  than  sixty  years,  been  receiving 
this  sort  of  an  advantage  over  the  foolish  " protection"  nations, 
and  this  is  why,  with  her  seriously  limited  natural  resources  she 
has  been  able  to  keep  her  industrial  and  commercial  supremacy 
for  so  long. 


Of  course,  everyone  can  see,  notwithstanding  the  figures  which 
Judge  Gary  submitted,  that  the  ports  of  Great  Britain  being  open, 
her  steel  manufacturers  can  not  possibly  maintain  the  domestic 
prices  more  than  a  trifle  higher  than  export  prices,  for  the  exported 
material  can  be  turned  back  into  the  country  without  paying  import 
duties.  And  if  the  export  price  of  rails  from  France  is  $25.50  per 
ton  the  price  in  England  can  not  be  higher  than  that  figure  plus  the 
cost  of  getting  them  across  the  English  Channel.  Judge  Gary's 
figures,  however,  show  clearly  that  our  own  duties  on  steel  are  far 
higher  than  there  is  any  shadow  of  an  excuse  for,  even  on  any  theory 
of  "  protection."  He  did  not  then  want  to  admit  that  his  so-called 
surplus  product  could  be  sold  to  the  American  people,  as  well  as  to 
any  other  people,  at  lower  prices;  but  he  can  not  now  deny  this, 
after  the  great  public  example  given  by  his  own  corporation  this 
year. 

IV. — THE  PAYNE  TARIFF  HEARINGS  OF  1908-9. 

LEADING   MANUFACTURERS    ADMIT    THE    FACTS. 

So  we  find  that  the  prevalence  of  the  custom  of  selling  American 
manufactured  commodities  for  export  at  considerably  less  than  the 
domestic  prices  is  at  last  really  admitted  on  all  sides.  The  policy 
of  the  Republican  and  protectionist  authorities  to-day,  in  this  mat- 
ter, is  to  conceal  and  ignore  the  custom  as  much  as  possible,  but 
they  can  not  entirely  conceal  it  and  it  will  not  be  ignored.  Various 
additional  evidences  of  it  came  to  light  in  the  public  hearings  by 
the  Ways  and  Means  Committee  between  November  10,  1908,  and 
December  24,  1908,  and  in  the  incidental  statements  submitted 
S.  Doc.  54,  61-1 2 
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during  January  and  February,  1909,  preliminary  to  the  preparation 
of  the  Payne  tariff  bill.  There  was,  however,  no  questioning  of  the 
witnesses  on  this  point,  of  the  witnesses  before  the  committee,  except 
in  a  comparatively  few  cases. 

MORE    FRANK    ADMISSIONS    FROM    CHARLES    M.    SCHWAB. 

On  December  15,  1908,  Charles  M.  Schwab,  president  of  the  Beth- 
lehem Steel  Company,  was  before  the  committee  and  was  duly  sworn. 
In  the  course  of  his  long  testimony,  the  following  passage  occurred 
between  him  and  Hon.  Champ  Clark,  the  Democratic  leader  on  the 
committee  (Tariff  Hearings,  Sixtieth  Congress,  pp.  1661,  1662): 

Mr.  CLARK.  Do  you  know  of  your  own  knowledge  what  is  the  greatest  discrepancy 
there  ever  was  between  the  home  price  of  steel  rails  and  the  foreign  price? 

Mr.  SCHWAB.  The  greatest  discrepancy? 

Mr.  CLARK.  Yes. 

Mr.  SCHWAB.  You  mean  how  high  in  this  country  and  how  low  in  Europe? 

Mr.  CLARK.  How  much  lower  did  American  manufactured  steel  rails  sell  for  abroad 
as  compared  with  what  they  sold  for  at  home? 

Mr.  SCHWAB.  I  should  say  probably  $10;  I  am  not  sure  of  that,  however;  that  is 
merely  a  guess. 

Mr.  CLARK.  It  is  a  habitual  process  to  sell  them  cheaper  abroad,  is  it  not? 

Mr.  SCHWAB.  Yes,  sir;  and  a  very  wise  process. 

A  little  further  on  in  the  course  of  Mr.  Schwab's  testimony,  Mr. 
Cockran,  of  the  committee,  discovered  what  he  meant  by  this  wisdom 
(Hearings,  p.  1667): 

Mr.  COCKRAN.  You  said  that  they  are  selling  abroad  cheaper  than  here? 

Mr.  SCHWAB.  Yes,  sir. 

Mr.  COCKRAN.  You  said  that  it  is  a  very  wise  process? 

Mr.  SCHWAB.  Quite. 

Mr.  COCKRAN.  Could  you  explain  the  wisdom  of  it  to  the  victims  of  it  as  well  as  to 
the  beneficiaries  of  it?  From  the  point  of  view  of  the  American  consumer,  where  does 
the  wisdom  of  it  come  in? 

Mr.  SCHWAB.  I  am  not  thinking  of  the  consumer.  I  am  thinking  of  the  manufac- 
turer. [Laughter.]  I  presume  there  is  no  argument  there. 

Mr.  COCKRAN.  There  is  no  argument  there.     The  more  you  get  the  merrier. 

Mr.  SCHWAB.  I  have  said  it  was  a  wise  provision  for  the  manufacturer.  You  can  not 
let  a  steel  plant  stand  idle.  The  fires  in  your  furnaces  and  the  heat  costs  go  on  whether 
you  are  making  steel  or  not. 

Mr.  COCKRAN.  You  said  as  a  matter  of  fact  that  there  are  different  rates  charged  for 
your  products  abroad,  and  you  charge  less  abroad  than  you  charge  at  home? 

Mr.  SCHWAB.  We  usually  charge  abroad  what  we  can  get. 

Mr.  COCKRAN.  You  do  that  at  home,  do  you  not? 

Mr.  SCHWAB.  Yes;  of  course. 

Mr.  COCKRAN.  You  can  not,  of  course,  put  a  pistol  to  a  man's  head  and  take  all  he 
has. 

Mr.  SCHWAB.  You  can  in  some  instances;  yes. 

MORE  ADMISSIONS  BY  JUDGE  E.  II.  GARY,  OF  THE  UNITED  STATES  STEEL 

CORPORATION. 

On  December  18,  1908,  Judge  Elbert  H.  Gary,  chairman  of  the 
board  of  directors  of  the  United  States  Steel  Corporation  (the  Steel 
trust),  appeared  before  the  committee  and  was  duly  sworn,  and  in  the 
course  of  his  long  testimony,  while  steel  rails  were  being  discussed,  the 
following  colloquy  occurred  (Hearings,  pp.  1729,  1730) : 

Mr.  CLARK.  Your  selling  price  for  the  United  States  is  $28  a  ton.  What  is  your 
selling  price  abroad? 

Mr.  GARY.  For  1907,  the  last  figures  made  up,  the  price  of  export  rails  was,  on  the 
average,  about  22  cents  per  ton  higher  than  the  domestic  price. 

Mr.  COCKRAN.  How  much  higher? 
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Mr.  GARY.  Twenty-two  cents  per  ton. 

Mr.  COCKRAN.  Higher? 

Mr.  GARY.  Yes. 

Mr.  UNDERWOOD.  Is  that  at  the  factory? 

Mr.  GARY.  Yes;  at  the  factory. 

Mr.  CLARK.  What  was  it  in  1906;  how  did  it  run? 

Mr.  GARY.  In  1906  it  was  $24.08. 

Mr.  CLARK.  Higher? 

Mr.  GARY.  No;  that  would  be  lower,  you  see — $24.08  at  the  mill. 

Mr.  CLARK.  That  was  $3.92. 

Mr.  GARY.  The  average  of  the  domestic  was  $27.52;  therefore,  that  would  be  $3.44 
lower  on  the  export. 

Mr.  CLARK.  In  1905? 

Mr.  GARY.  In  1905  there  was  a  still  greater  difference.  The  export  price  was  $20.98, 
or  a  difference  of — 

Mr.  COCKRAN.  Seven  dollars  and  two  cents. 

Mr.  GARY.  No;  $20.98  deducted  from  $27.37. 

Mr.  COCKRAN.  That  would  be  $6.39,  would  it  not? 

Mr.  GARY.  I  presume  so. 

Mr.  CLARK.  In  1904? 

Mr.  GARY.  I  have  not  gone  back  that  far. 

Mr.  CLARK.  Was  there  generally  more  difference  or  less  difference,  do  you  think, 
back  for  ten  years? 

Mr.  GARY.  Ten  years? 

Mr.  CLARK.  Beginning  in  1897;  we  have  got  into  the  habit  of  beginning  there. 

Mr.  GARY.  I  should  think  fully  as  much  as  the  figures  I  gave  you. 

Mr.  CLARK.  You  sell  all  of  your  steel  products  abroad,  as  a  rule,  cheaper  than  you 
do  at  home? 

Mr.  GARY.  Sometimes  we  do.  I  think  maybe  I  can  give  you  the  figures  on  the 
average  for  1907. 

Mr.  CLARK.  We  would  be  glad  to  have  them. 

Mr.  GARY.  The  average  mill  price  per  ton  received  for  exported  materials  was  7£ 
per  cent  less  than  the  average  price  for  domestic  shipments. 

Mr.  CLARK.  Now,  you  sell  this  stuff  that  you  ship  abroad  at  a  profit,  do  you  not? 

Mr.  GARY.  We  do,  yes;  our  company,  some  of  the  companies  we  own  here,  at  times 
shipped  at  less  than  profit,  I  think,  taking  into  account  depreciation  and  administra- 
tion charges,  and  all  that  sort  of  thing.  But  it  is  a  fact  that  manufacturers  at  times 
export  at  prices  down  to  or  below  cost. 

Mr.  CLARK.  Why  do  they  not  reduce  the  price  for  the  domestic  consumer  so  as  to  use 
up  this  surplus? 

Mr.  GARY.  That  probably  would  not  be  the  result. 

Mr.  CLARK.  There  would  not  be  any  result? 

Mr.  GARY.  I  say  that  probably  would  not  have  the  result  of  increasing  the  domestic 
sales.  As  a  rule,  the  consumers  supply  their  demands  at  the  best  price  they  can  get. 

Mr.  CLARK.  Certainly. 

Mr.  GARY.  Then  reducing  the  price  would  not  increase  the  quantity,  and,  therefore, 
you  would  have  the  same  surplus. 

Mr.  CLARK.  There  might  be  somebody  around  who  wanted  to  use  steel,  who  was 
prohibited  from  using  it  by  the  higher  price. 

Mr.  GARY.  There  might  be,  but  I  think  that  would  be  exceptional. 

THE    STEEL    TRUST'S    JUGGLED    AND    MISLEADING    FIGURES. 

Judge  Gary's  statement  here  that  the  "average  mill  price  per 
ton  received  for  exported  materials  was  7£  per  cent  less  than  the 
average  price  for  domestic  shipments"  in  1907,  is  taken  from  the 
annual  report  of  the  Steel  Corporation  for  1907.  It  is  a  misleading 
statement,  apparently  shrewdly  prepared  to  convey  the  idea,  as  it 
seemed  to  do  before  the  Ways  and  Means  Committee,  that  the 
export  price  was  only  7^  per  cent  lower  than  the  domestic  price  of  the 
same  goods.  This,  however,  is  a  piece  of  deception  undoubtedly 
intended  to  conceal  the  extent  of  this  difference.  The  trick,  involv- 
ing a  juggle  with  the  words  " average"  and  "mill  price,"  was  clearly 
exposed  by  Mr.  Byron  W.  Holt,  chairman  of  the  Tariff  Reform 
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Committee  of  the  Reform  Club,  in  a  specially  prepared  article  pub- 
lished in  Thomas  Gibson's  market  letter  of  June  9,  1908,  entitled 
"The  Probable  Effect  of  Tariff  Revision  on  Securities."  Mr.  Holt 
said: 

The  Steel  Corporation  has  greatly  increased  its  exports  since  the  panic,  notwith- 
standing that  the  prices  of  steel  in  foreign  markets  have  declined  far  more  than  at 
home.  In  one  instance  this  year  100,000  tons  of  tin-plate  bars  were  exported  to 
Wales  at  about  $12  a  ton  below  the  home  price.  Tin  plate,  barb,  and  other  wire  and 
wire  nails  are  probably  exported  now  at  from  $10  to  $20  a  ton  less  than  the  home  price. 

The  report  of  the  Steel  Corporation  for  1907  says  (page  29)  : 

"The  average  mill  price  per  ton  received  for  all  exported  materials  was  only  7£ 
per  cent  less  than  the  average  price  received  for  all  domestic  shipments." 

As  the  average  selling  price  of  these  steel  products  is  about  $40  a  ton,  an  average 
difference  of  7i  per  cent  would  mean  $3  a  ton.  This  word  "average,"  however,  may 
be,  and  probably  is,  very  misleading.  It  is  undoubtedly  true  that  the  goods  exported 
in  1907  were,  as  a  whole,  much  more  highly  finished  than  was  the  bulk  of  the  goods 
sold  at  home.  They  consisted  largely  of  barb  and  other  wire,  wire  nails,  plates,  tin 
plates,  etc.  The  average  domestic  price  of  this  class  of  goods  is,  perhaps,  $45  per  ton. 
If  they  were  sold  for  export  at  an  average  of  $35  per  ton,  they  were,  in  reality,  sold 
$10  per  ton  below  the  home  price,  though  they  might  have  been  sold  only  $3  per 
ton  below  "the  average  price  received  for  all  domestic.  shipments,"  which  were  com- 
posed largely  of  steel  rails,  billets,  merchant  steel,  tubing,  structural  material,  etc. 
The  per  ton  price  of  the  exported  goods  might  easily  have  exceeded  the  per  ton  price 
of  the  domestic  goods  and  still  have  been  $10  per  ton  below  the  domestic  price  for  the 
class  of  goods  exported. 

This  would  make  the  difference  between  export  and  home  prices 
nearly  30  per  cent,  instead  of  "only  7J  per  cent."  It  is  reasonably 
certain  that  the  average  difference  was  not  less  than  15  or  20  per 
cent,  even  in  1907,  when,  as  the  report  admits,  foreign  prices  were 
nearer  to  domestic  prices  than  at  any  time  since  the  Steel  trust  was 
formed. 

In  1908  the  difference  between  export  and  domestic  prices  of  steel 
was  probably  much  more  than  30  per  cent.  It  is  known  that  in 
January,  1908,  in  the  transaction  referred  to  in  the  above  quotation 
from  Gibson's  market  letter,  the  United  States  Steel  Products  Export 
Company  sold  for  export  100,000  tons  of  sheet  bars  at  81  shillings 
per  ton,  delivered  in  Wales.  Deducting  $3.50  for  freight,  the  Pitts- 
burg  price  for  these  exported  goods  was  $16  against  $29,  the  home 
price.  In  this  instance  the  domestic  price  was  80  per  cent  above  the 
export  price. 

There  has  been  another  juggle  with  figures  in  the  Steel  trust's 
annual  report,  which  served  to  aid  in  concealing  the  enormous  earn- 
ings of  the  trust  until  it  also  was  exposed  by  Mr.  Byron  W.  Holt,  then 
editor  of  Moody's  Magazine,  in  the  issue  of  that  magazine  for  August, 

1906,  and  in  subsequent  articles.     In  Moody's  Magazine  for  April, 

1907,  in  discussing  this  matter  editorially,  Mr.  Holt  said: 

""Our  readers  will  remember  that  we,  last  August,  called  attention  to  the  fact  that 
the  "gross  sales"  and  "costs"  were  fictitious  and  that  they  were  undoubtedly 
juggled  to  conceal  the  actual  rate  of  profit.  We  challenged  the  accuracy  of  these  two 
items  and  gave  most  convincing  reasons  for  thinking  that  "gross  sales"  and  "costs" 
included  sales  and  charges  between  the  subsidiary  companies,  although  there  was 
nothing  in  the  report  to  indicate  this  fact.  We  expressed  the  opinion  that  these  items 
were  padded  to  disguise  the  tariff  profits  of  this  most  highly  protected  trust. 

The  present  report  confesses  that  the  "gross  sales  and  earnings"  represents  "the 
aggregate  gross  value  of  the  commercial  transactions  conducted  by  the  respective 
companies  and  receipts  of  the  transportation  companies  for  services  rendered  both 
to  subsidiary  companies  and  to  the  public." 

This  statement  shows  that  our  reasoning  and  conclusions  were  sound,  although  some 
of  our  subscribers  who  were  stockholders  were  unwilling  to  believe  that  their  corpo- 
ration would  practice  deception  and  mislead  them  in  this  way.  It  is  undoubtedly 
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because  of  our  criticism  that  this  report  admits  this  most  peculiar  and  damaging  fact. 
View  it  in  as  favorable  light  as  we  can,  these  figures  are  made  to  conceal  facts  not  only 
from  stockholders,  but  from  the  public  at  large,  which  is  taxing  itself  nearly  $100,000,000 
a  year  for  the  benefit  of  this  giant  "infant"  and  tariff  beneficiary. 

It  is  ridiculous  that  the  financial  statement  of  the  Steel  Corporation,  a  holding 
company  and  a  distinct  entity,  should  give  us  the  gross  results  of  all  the  transactions 
which  its  subsidiary  companies  have  with  each  other  and  should  not  distinguish 
between  such  fictitious  bookkeeping  and  meaningless  transactions  and  their  trans- 
actions with  the  outside  world.  And  yet  the  report  says: 

"As  in  previous  years'  reports,  the  statement  of  account,  statistics,  etc.,  presented 
in  this  report  comprehend  the  combined  results  for  the  United  States  Steel  Corporation 
and  all  the  subsidiary  companies  *  *  *  liabilities  from  one  company  to  another 
are  omitted  from  both  liabilities  and  assets." 

Of  course,  liabilities  from  one  company  to  another  had  to  be  canceled,  but  why 
were  other  transactions  between  the  companies  not  also  canceled?  They  are  like 
transfers  of  dollars  or  marbles  from  one  pocket  to  another. 

A  street  faker  may  sell  a  penknife  to  Mr.  E.  Z.  Mark  for-fl  that  he  ordinarily  sells 
for  50  cents  and  that  costs  him  only  30  cents.  He  then,  if  he  is  familiar  with  reports 
of  the  Steel  Corporation,  may  ease  his  conscience  by  transferring  the  dollar  from  one 
pocket  to  another  until  he  has  run  up  gross  sales  to  $7 .  His  profits  will  then  be  70  cents, 
or  at  the  rate  of  10  per  cent  on  gross  sales. 

Or  he  may  transfer  the  knife  from  pocket  to  pocket  before  it  is  sold,  charging  10 
cents  (in  his  mind)  for  each  shift,  until  the  "cost"  of  the  knife  has  increased  from  30 
to  90  cents.  His  conscience  will  then  permit  him  to  sell  the  knife  for  $1.  Great  head, 
good  bookkeeping!  But  the  ordinary  fakir  is  too  practical  to  waste  his  time  and  wear 
out  his  pockets  in  this  way.  However,  if  he  had  a  license  that  gave  bim  a  monopoly 
of  the  sale  of  penknives  in  a  city  and  if  he  had  to  make  reports  of  sales  and  profits,  he 
might  see  a  new  light  and  think  more  favorably  of  the  methods  of  the  Steel  Corporation 
for  concealing  profits. 

And  again,  on  another  occasion,  in  referring  to  this  same  deception 
in  the  Steel  trust's  annual  report  for  1907,  Mr.  Holt  said: 

The  recently  issued  report  of  the  Steel  trust  tells  us  that  the  gross  sales  and  earnings 
for  the  year  ending  December  31,  1907,  were  $757,014,767  and  that  the  net  earnings 
after  deducting  $35,000,000  for  maintenance  and  repairs,  were  $160,964,673.  Appar- 
ently, then,  this  trust  sold  its  products  at  a  profit  of  only  27  per  cent  on  their  cost  price. 
This  rate  of  profit  does  not  look  large  to  us  when  we  consider  how  heavily  we  tax 
ourselves  to  support  this  prince  of  paupers. 

But  in  reality  the  rate  of  profit  was  about  twice  27  per  cent.  In  another  part  of  the 
report  we  are  informed  that  "gross  sales  and  earnings"  include  "sales  made  between 
the  subsidiary  companies"  as  well  as  those  to  the  outside  world.  This  is  ridiculous, 
of  course,  and  is  done  for  the  purpose  of  disguising  tariff  profits. 

Just  what  were  the  "gross  sales  "  to  the  public'the  report  nowhere  tells  us.  It  does, 
however,  tell  us  that  the  total  tons  of  "rolled  and  other  finished  products  for  sale" 
were  10,376,742.  We  know  the  quoted  prices  for  nearly  all  of  these  products,  and  we 
know  that  the  average  price  was  not,  as  the  figures  indicate,  over  $70  per  ton.  We 
know  that  it  was  not  $60  or  even  $50  per  ton.  It  probably  did  not  exceed  $40  a  ton,  or 
about  $414,000,000.  Adding  $46,000,000— a  liberal  estimate— for  all  other  possible 
sales  and  earnings— from  its  railroads,  sales  of  cement,  spelter,  etc. — we  have  $460,000-,- 
000  as  the  total  amount  of  the  gross  sales  to  the  public. 

Deducting  the  net  profits,  we  have  less  than  $300,000,000  as  the  total  cost  of  the 
products  sold.  The  actual  rate  of  profit,  then,  we  are  proud  to  say,  was  54  per  cent 
on  the  cost  price  of  the  products  sold. 

GARY'S  FIGURES  NOT  RELIABLE. 

These  tricks  of  misrepresentation,  characteristic  of  the  Steel  trust's 
reports,  must  be  kept  in  mind  in  considering  Judge  Gary's  statements 
before  the  Ways  and  Means  Committee.  What  he  said  on  that  occa- 
sion, however,  constitutes  a  conclusive  and  authoritative  admission 
that  practically  all  steel  products  are  regularly  sold  abroad  at  sub- 
stantially lower  prices  than  at  home;  that  this  practice  has  been  going 
on  for  years  and  still  continues;  that  practically  all  these  export  sales 
at  lower  prices  were  made  at  a  profit  to  the  manufacturers  and  from 
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domestic  materials,  without  any  reference  to  drawbacks,  and  that  the 
manufacturers  are  regularly  " holding  up"  the  domestic  consumers 
for  "the  best  price  they  can  get."  Of  course,  practically  all  manu- 
facturers do,  now  and  then,  both  in  domestic  and  export  trade,  sell 
certain  lots  of  certain  articles  at  cost,  or  even  less  than  cost,  for  special 
reasons;  but  Judge  Gary  makes  it  clear  that  any  such  sales  of  steel 
products  for  export  are  exceptional.  He  also  shows  that  the  figures 
quoted  in  the  Republican  Campaign  Text-Book  for  1908  (from  his 
statement  before  the  House  Committee  on  Merchant  Marine  in  1906) 
can  not  be  depended  on  for  accuracy.  The  campaign  text-book  fig- 
ures, which  did  service  in  the  presidential  campaign  of  1908,  stated 
that  in  1906  the  price  of  steel  rails  in  the  United  States  for  export  was 
" about  $26.60"  per  ton.  In  December,  1908,  after  the  election, 
Judge  Gary  tells  us  under  oath  that  it  was  $24.08  in  1906  and  much 
lower  in  1905. 

ANDREW    CARNEGIE    TELLS    SOME    PLAIN    TRUTHS. 

On  December  21,  1908,  Mr.  Andrew  Carnegie  was  before  the  Ways 
and  Means  Committee.  A  great  deal  of  attention  had  been  aroused 
by  his  article  entitled  aMy  experience  with  and  views  upon  the 
tariff,"  which  appeared  in  the  Century  Magazine  for  December,  1908, 
and  in  which  he  declared  that  the  steel  industry  in  the  United  States 
had  grown  beyond  all  question  of  any  need  for  " protection"  and 
enjoyed  the  cheapest  production  in  the  world.  His  appearance  before 
the  committee  was  by  special  request.  The  " stand-pat"  protection- 
ists hoped  that  the  force  of  his  statements  in  the  magazine  article 
could  be  weakened  somewhat  by  questioning  and  cross-examination. 
Mr.  Carnegie,  however,  reiterated  his  former  statements  and  added  to 
them,  and  told  a  number  of  plain  truths  very  unpalatable  to  the  ma- 
jority of  the  committee.  He  was  duly  sworn  and  questioned  afr great 
length,  and  the  whole  of  his  long  testimony  is  illuminating.  He  said 
(Hearings,  p.  1795): 

We  are  exporting  steel  to  all  the  countries  of  the  world  to-day,  and  unless  you  take 
these  broad  facts  into  account  and  give  them  their  proper  bearing  upon  divisions  of 
cost,  arbitrary  divisions  of  cost,  you  will  become  befogged,  and  the  difficulty  is  you 
have  had  various  testimony,  which  is  an  evidence  of  it.  We  must  use  our  brains. 
(Laughter.) 

REDUCTION    OF    PRICE    STIMULATES    DEMAND. 

At  one  point  he  brought  out  clearly,  as  an  experienced  producer, 
the  fact  that  domestic  demand  is  stimulated  by  reduction  of  price.  It- 
was  in  answer  to  a  question  by  Mr.  Cockran  (Hearings,  p.  1803): 

Mr.  COCKRAN.  I  want  you  to  testify  from  the  past,  from  your  own  experience,  as 
distinguished  from  speculations.  Any  man  may  indulge  in  speculations  on  an  eco- 
nomic proposition.  Did  you  ever  find  yourself,  during  your  experience  as  a  steel 
producer,  confronted  with  a  situation  where  there  was  a  depression  of  industry,  and 
met  it  by  reducing  the  price;  and  if  so,  what  was  the  result? 

Mr.  CARNEGIE.  We  did. 

Mr.  COCKRAN.  Insert  that  on  the  record. 

Mr.  CARNEGIE.  If  I  was  in  business  to-day  again,  I  would  not  change  that  policy  for 
anything,  so  satisfactory  has  been  its  results. 

Mr.  COCKRAN.  If  you  were  in  business  to-day  as  a  steel  producer,  when  the  demand 
for  steel  slackened,  would  you  stimulate  it  by  reducing  the  price? 

Mr.  CARNEGIE.  I  would. 

Mr.  COCKRAN.  And,  judging  by  the  experience  of  the  past,  that  would  inevitably 
result  in  increasing  the  demand? 

Mr.  CARNEGIE.  It  would. 
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THE  TARIFF  KEEPS  DOMESTIC  PRICES  EXORBITANTLY  HIGH. 

And  he  makes  himself  very  clear  as  to  the  effect  of  the  tariff  in 
maintaining  exorbitant  domestic  prices  (Hearings,  pp.  1806,  1807): 

Mr.  CARNEGIE.  You  have  derived  a  mistaken  impression  of  my  views  if  you  thought 
that  under  free  trade  [in  steel]  the  foreign  producer  could  compete  with  trie  American 
in  the  home  market. 

Mr.  COCKRAN.  My  question  was  whether  the  American  would  not  reduce  the  price 
of  steel  and  allow  the  consumer  to  get  a  cheaper  article,  and  therefore  the  industry 
would  be  stimulated. 

Mr.  CARNEGIE.  The  steel  combination  could  not  raise  its  price  so  high  to  the  con- 
sumer if  we  had  free  trade  with  the  world.  Now,  that  is  all  I  can  say. 

Mr.  COCKRAN.  And  the  net  result  of  your  testimony  is  that  by  placing  this  article 
on  the  free  list  the  cost  of  it  would  be  reduced  to  the  consumer,  the  amount  of  the  pro- 
duction would  be  largely  increased ,  and  therefore  the  number  of  human  hands  employed 
in  the  industry  would  be  increased  also.  That  is  what  you  would  expect  from  the 
reduction  of  this  duty? 

Mr.  CARNEGIE.  No,  sir;  not  quite,  Mr.  Cockran.  I  must  tell  you  that  my  opinion 
is  this:  That  if  there  were  free  trade  to-morrow  between  the  world  and  America  in 
steel,  it  would  affect  the  home  steel  manufacturer  very  slightly,  indeed.  It  is  not 
possible  for  the  world  to  compete  with  the  home  producer.  But  I  agree  with  the 
President-elect  that  the  effect  of  a  tariff  is  to  render  easier  combinations  raising  their 
prices  to  an  excessive  degree  beyond  what  they  could  do  under  free  trade. 

And  further  on  the  same  point  is  discussed  again  (Hearings,  p. 
1816): 

Mr.  BONYNGE.  If  we  put  steel  products  on  the  free  list,  the  present  price  to  the 
consumer  would  be  maintained,  in  your  judgment? 

Mr.  CARNEGIE.  No;  I  think  that  the  tendency  of  combination  is  to  raise  prices 
and  to  exact  from  the  consumer. what  they  safely  can. 

Mr.  BONYNGE.  But  as  to  steel  rails,  I  understood  you  to  say,  in  answer  to  Mr. 
Cockran,  that  you  believed  the  price  of  $28  would  be  maintained;  if  steel  rails  were 
put  on  the  free  list,  that. the  price  would  be  maintained. 

Mr.  CARNEGIE.  Excuse  me;  I  did  not  say  that  the  price  would  be  maintained,  but 
I  do  say  that  the  present  arrangement  is  a  fair  one,  in  my  judgment,  between  the 
consumer  and  the  producer.  Let  me  show  you  the  difference.  If  there  is  no  tariff, 
the  combination  comes  together  and  fixes  a  price,  and  it  will  fix  a  price  lower  than 
if  there  is  a  tariff.  I  think  you  will  agree  with  me  that  the  tendency  of  human  nature 
is  to  get  a  good  profit. 

Mr.  BONYNGE.  Certainly. 

Mr.  CARNEGIE.  And  that  the  tariff  would  enable  them  to  raise  the  price  to  the 
extent  of  the  duty. 

Mr.  BONYNGE.  But  you  do  not  think  that  the  price  of  steel  rails  has  been  raised 
above  what  it  should  be  at  the  present  time,  $28  a  ton? 

Mr.  CARNEGIE.  Steel  rails — I  say,  I  think  that  the  railways  are  not  paying  too 
much  for  steel  rails,  and  I  think  that  the  steel-rail  mills  are  making  a  fair  profit. 

Mr.  BONYNGE.  How  about  other  steel  products  besides  steel  rails;  what  about  the 
other  present  prices;  are  they  not  above  what  they  should  be — structural  steel  and 
other  steel — do  you  know? 

Mr.  CARNEGIE.  I  do  not.  I  have  not  had  a  word  to  say  about  the  price  of  any- 
thing. That  is  not  my  province.  I  came  to  give  you  my  views  of  what  the  effect 
would  be  of  taking  off  the  duty. 

CARNEGIE   ON   THE   EFFECT   OF  REDUCED  PRICES   IN   RAILS   AND  OTHER 

STEEL    PRODUCTS. 

In  the  afternoon  of  the  day  of  Mr.  Carnegie's  testimony  before  the 
committee,  he  was  questioned  explicitly  about  selling  abroad  cheaper 
than  at  home,  and  the  following  discussion  took  place  (Hearings, 
pp.  1853-1855): 

Mr.  GAINES.  A  strange  state  of  affairs  is  about  to  develop.  The  agitation  for  the 
reduction  of  the  tariff  on  steel,  and  perhaps  for  revision  of  the  tariff,  seems  to  start 
mainly  in  the  country  because  of  the  sale  of  steel  fails  abroad  cheaper  than  at  home. 
Now  you  aid  the  movement  for  the  reduction  of  tariff,  while  defending  the  chief  cause 
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of  complaint.  Let  me  ask  you  this  question,  Mr.  Carnegie:  When  you  were  in  busi- 
ness, did  you  sell  abroad  cheaper  than  at  home? 

Mr.  CARNEGIE.  I  never  had  the  glorious  opportunity  of  exporting  in  my  early  days, 
as  far  as  I  remember. 

Mr.  GAINES.  You  did  not  export?  What  is  your  impression  as  to  the  practice  of 
selling  abroad  cheaper  than  at  home?  What  is  your  opinion  of  that  practice? 

Mr.  CARNEGIE.  I  think  it  is  good  for  all  parties  concerned. 

Mr.  GAINES.  Will  you  analyze  that? 

Mr.  CARNEGIE.  Yes,  with  pleasure.  You  make  everything  cheaper  if  you  keep 
your  men  at  work;  and  if  orders  are  slack  at  home,  and  there  is  the  alternative  of  idle 
men  with  families  to  support,  and  the  other  alternative  is  that  you  are  to  run  at  a  loss, 
or  without  profit,  I  know  what  my  practice  was.  I  ran  the  mills,  and  I  sold  every- 
where I  could  sell.  I  think  that  the  man  who  disturbs  such  an  organization  as  we  had, 
instead  of  maintaining  it  at  a  loss  every  month,  is  a  poor  manager. 

Mr.  COCKRAN.  Why  could  you  not  sell  at  home  cheaper? 

Mr.  CARNEGIE.  Because  there  is  a  certain  demand  at  home  that  is  supplied.  We 
never  sold  abroad  if  we  could  sell  at  home. 

Mr.  COCKRAN.  I  understood  you  to  say  that  you  pursued  the  policy  of  reducing 
prices  at  home  whenever  there  was  a  slackening  in  the  demand,  so  as  to  stimulate  it. 

Mr.  CARNEGIE.  Oh,  the  same  policy  here? 

Mr.  COCKRAN.  Yes. 

Mr.  CARNEGIE.  Oh,  yes;  but  he  is  asking  me  a  different  question  there. 

Mr.  COCKRAN.  But  why  should  you  sell  abroad  cheaper  than  at  home?  Why  not 
sell  just  as  cheaply  at  home? 

Mr.  CARNEGIE.  Because  if  I  sold  every  rail  at  a  loss,  I  would  soon  shut  up,  and  the 
rails  would  be  dearer  than  ever. 

Mr.  COCKRAN.  But  would  not  the  loss  be  just  as  great  in  the  foreign  markets? 

Mr.  CARNEGIE.  No. 

Mr.  COCKRAN.  Why? 

Mr.  CARNEGIE.  Because  you  only  sell  the  amount  needed  to  keep  your  works 
running. 

Mr.  COCKRAN.  Why  not  do  that  at  home? 

Mr.  CARNEGIE.  Because  the  demands  were  not  here.  They  were  satisfied.  You 
can  not  force  rail  sales. 

Mr.  COCKRAN.  Yes;  but  I  understood  that  you  could  create  a  new  demand  by  a 
reduction  of  price. 

Mr.  CARNEGIE.  I  have  never  found  that  so  with  rails. 

Mr.  COCKRAN.  I  questioned  you  about  it  this  morning,  Mr.  Carnegie.  Perhaps  you 
have  forgotten. 

Mr.  CARNEGIE.  Well,  wait  a  moment;  wait  one  moment.  There  are  two  policies — 
whether  the  steel  company's  policy  was  right  in  holding  up  prices,  or  whether  the  con- 
sumer would  benefit  if  we  reduced  prices.  Now,  I  have  an  open  mind;  the  other  has 
not  been  tested;  you  remember — 

Mr.  COCKRAN.  Which  other? 

Mr.  CARNEGIE.  The  policy  of  keeping  up  prices;  it  has  not  been  tested  yet.  But 
if  we  had  a  depression  we  would  rather  reduce  our  prices  if  we  thought  it  would  stimu- 
late orders,  which  has  that  effect,  but  not,  sometimes,  to  a  great  extent.  In  regard  to 
steel  rails,  a  railroad  company  will  buy  so  many  steel  rails.  In  depressed  times  there 
are  no  new  railroads  building,  and  I  do  not  think  that  a  reduction  in  prices  there 
would  give  us  one  ton  more  orders.  No;  no  railroad  would  buy  a  rail  it  did  not  need 
in  depressed  times.  You  come  now  to  general  merchandise,  and  there  we  reduced 
prices  at  home  as  well  as  abroad,  because  you  can  stimulate  demand  in  this  field — not 
rails  in  America,  but  cheap  prices  abroad  might  bring  orders. 

Mr.  COCKRAN.  Why,  do  you  mean  to  say  that  the  cost  of  rails  would  not  have  itself 
an  effect  upon  a  railway  if  it  was  contemplating  relaying  a  track  or  extending  its 
trackage? 

Mr.  CARNEGIE.  Yes. 

Mr.  COCKRAN.  Would  it  not  have  some  effect? 

Mr.  CARNEGIE.  Yes;  some  slight  effect. 

Mr.  COCKRAN.  Well,  that  is  all.  Railroads  buy  their  supplies  at  the  beginning  of 
each  year. 

Mr.'  CARNEGIE.  Oh,  no!  In  times  of  depression  railroads  are  not  often  contem- 
plating extensions. 

Mr.  COCKRAN.  That  would  depend  upon  what  they  cost;  and  if  the  reductions 
were  extensive  enough,  do  you  not  think  that  would  be  a  factor  in  stimulating 
consumption? 

Mr.  CARNEGIE.  But  you  do  not  extend  any  work  on  a  railroad  solely  because  of 
the  cost  of  steel  rails.  A  great  many  other  things  must  be  purchased. 
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Mr.  COCKRAN.  I  understand  that;  but  that  is  one  factor,  is  it  not? 

Mr.  CARNEGIE.  And  the  tendency  is  that  low  prices  stimulate  production.  There 
is  no  doubt  about  that. 

Mr.  COCKRAN.  When  a  manufacturer  decides  that  he  has  a  surplus  (which, of  course 
comes  from  failure  of  demand),  might  not  that  demand  be  stimulated  with  good 
results  at  home  as  well  as  abroad  by  offering  the  steel  product,  whatever  it  is,  at  a 
lower  rate? 

Mr.  CARNEGIE.  I  really  do  not  believe  that  the  lower  cost  of  rails  alone  would 
stimulate  railroad  companies  to  buy  much  more — any  reduction  that  you  could 
make — although,  of  course,  political  economy  -does  teach  that  low  prices  increase 
consumption,  as  a  rule. 

Mr.  COCKRAN.  It  certainly  applies  to  structural  steel;  a  diminution  iff  prices 
results  in  very  greatly  increased  consumption. 

Mr.  CARNEGIE.  It  applied  to  everything  in  degree,  more  or  less. 

Mr.  COCKRAN.  Yes;  I  suppose  what  you  mean  is  that  in  the  case  of  steel  rails  the 
consumption  is  confined  to  a  single  customer — that  is,  the  railroad — whereas,  in  the 
case  of  structural  steel,  the  consumption  is  extensive? 

Mr.  CARNEGIE.  Yes;  I  think  you  might  tempt  a' millionaire  who  wished  to  build 
a  skyscraper  with  a  great  bargain,  a  fall  of  prices,  if  he  were  a  bold  man.  A  fall  of 
prices  would  lead  him  to  go  on  with  his  work  again. 

RAILS    NO    EXCEPTION    TO    THE    USUAL    RESULT    OF   LOWER    PRICES. 

As  to  all  of  Mr.  Carnegie's  statements  we  must,  as  with  everything 
else  and  as  he  advises,  "use  our  brains."  In  the  remarksjast  quoted, 
he  appears  to  seek  to  except  steel  rails  from  his  general  statement 
that  reduction  of  price  increases  demand  in  the  domestic  market. 
Yet  he  .states  that  the  principle  "  applies  to  everything  in  degree, 
more  or  less."  Railroad  men,  the  purchasers  of  steel  rails,  do  not 
agree  that  these  or  any  other  sort  of  their  necessary  material  are  an 
exception  to  the  rule.  Railroads,  of  course,  have,  from  earnings  or 
otherwise,  certain  sums  of  money  available  for  repairs  and  extensions, 
and  more  or  less  miles  can  be  covered  in  a  given  time  according  to 
the  cost  of  the  work,  which  is  made  up  of  labor  and  material,  in  which 
material  steel  rails  are  the  most  important  factor.  Many  miles  of 
railroad  in  this  country  are  to-day  urgently  in  need  of  repairs,  which 
have  been  made  impossible  by  the  high  cost  of  materials,  and  this 
bad  condition  of  trackage  is  a  menace  to  the  public  safety. 

INTERESTING  ADMISSIONS  BY  WILLIS  L.  KING,  OF  THE  JONES  &  LAUGHLIN 

STEEL    COMPANY. 

Another  man  prominent  in  steel  manufacture  who  appeared  before 
the  Ways  and  Means  Committee  was  Mr.  Willis  L.  King,  vice- 

S'esident  of  the  Jones  &  Laughlin  Steel  Company,  of  Pittsburg,  Pa. 
e  was  heard  on  November  25,  1908,  and  his  request  was  that  the 
duty  on  steel  bars  be  advanced  one-tenth  of  a  cent  a  pound  and  that 
the  Dingley  schedule  on  steel  plates  and  structural  material  should 
be  allowed  to  remain.  Mr.  King's  statements  are  very  interesting 
because  of  his  frank  admission  that  his  object  was  to  secure  an  abso- 
lutely prohibitive  tariff,  and  by  his  admission  that  his  company  had 
been"  exporting  steel  products  to  Canada  at  lower  than  domestic 
prices,  notwithstanding  the  bounty  there  on  Canadian  steel  manu- 
factures, and  meeting  in  Canada  the  competition  of  Great  Britain, 
notwithstanding  a  preferential  advantage  to  Great  Britain  of  one- 
third  in  the  Canadian  tariff.  A  few  questions  brought  out  these 
admissions  (Hearings,  pp.  1965,  1966): 

Mr.  UNDERWOOD.  Then  that  schedule,  as  is  the  other  schedule,  is  practically  pro- 
hibitive, and  it  gives  you  over  90  per  cent  of  the  business  of  the  country.  I  notice 
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that  in  the  same  year,  1907,  you  exported  $6,954,000  worth,  and  a  large  portion  of  that 
so  these  statistics  state,  went  to  Canada? 

Mr.  KING.  Yes,  sir. 

Mr.  UNDERWOOD.  Does  that  conform  to  your  knowledge  of  the  business? 

Mr.  KING.  Yes,  sir.     I  think  that  is  right. 

Mr.  UNDERWOOD.  When  you  exported  this  structural  material  to  Canada  you  had 
to  pay  duty  to  the  Canadian  government,  did  you  not? 

Mr.  KING.  Yes,  sir. 

Mr.  UNDERWOOD.  And  you  had  to  compete  with  the  English  product  that  came  in 
at  a  lesser  rate  of  duty  than  your  product? 

Mr.  KING.  Yes,  sir. 

Mr.  UNDERWOOD.  So  that  you  were  competing  in  a  foreign  market  with  this  product 
at  a  higher  rate  of  duty  in  the  most  prosperous  year  that  you  had  had  for  many  years? 

Mr.  KING.  Yes,  sir.  As  I  said  before,  that  is  all  a  question  of  their  ability  to  sell 
at  a  better  price  at  home. 

Mr.  UNDERWOOD.  Under  those  circumstances  don't  you  think,  Mr.  King,  that  you 
can  compete  with  your  foreign  competitors  on  your  home  soil  at  the  present  rate  of 
duty  when  you  can  compete  with  him  abroad  at  a  higher  rate  of  duty? 

Mr.  KING.  I  state  that  the  reason  that  we  didn't  export  largely  was  that  the  duty 
is  not  the  same  as  to  Canada;  but  those  are  all  economic  questions  that  are  determined 
by  the  condition  of  things  in  the  two  countries.  It  is  true  that  England  has  a  prefer- 
ential tariff  into  Canada  for  their  own  goods. 

Mr.  UNDERWOOD.  How  much  does  that  preferential  tariff  amount  to? 

Mr.  KING.  One-third  less  than  the  American  tariff  into  Canada. 

Mr.  UNDERWOOD.  If  that  is  the  case,  and  you  can  compete  there  with  it  at  a  third 
less,  do  you  not  think  you  can  afford  to  lessen  this  duty  a  third,  and  get  some  revenue 
for  the  Government,  considering  the  fact  that  the  Government  is  running  under  a 
deficit? 

Mr.  KING.  No,  sir;  I  do  not  think  we  could  consider  putting  that  down  a  bit,  if  we 
are  to  have  what  I  consider  an  intelligent  and  proper  protection  for  American  manu- 
factures and  labor. 

Mr.  UNDERWOOD.  "Intelligent  and  proper  protection."  What  do  you  mean  by 
that?  Do  you  think  that  a  "proper"  protection  is  one  that  gives  you  the  absolute 
control  of  the  home  market,  or  one  that  gives  you  a  fair  chance  to  fight  for  the  home 
market  with  your  competitors? 

Mr.  KING.  I  should  say  a  little  more  than  a  fair  chance  for  the  home  market. 

Mr.  COCKRAN.  A  little  more  than  a  fair  chance  is  a  foul  advantage,  is  it  not? 

Mr.  KING.  Not  altogether,  I  think.  There  is  a  distinction  there.  I  believe  we 
ought  to  keep  the  American  market  for  ourselves. 

Mr.  UNDERWOOD.  In  other  words,  what  you  believe  in  is  a  prohibitive  tariff, 
practically? 

Mr.  KING.  I  think  that  probably  is  right. 

And  again  (Hearings,  pp.  1969,  1970): 

Mr.  COCKRAN.  If  you  maintain  competition  with  a  foreign  producer  in  Canada 
under  those  disadvantageous  conditions,  why  not  maintain  competition  nearer  home, 
where  you  have  the  advantage  of  transportation  to  the  market,  and  where  there  is  no 
differential  duty  levied  against  you,  as  there  is  in  Cariada? 

Mr.  KING.  The  duty  in  Canada  is  about  as  high  as  ours  in  this  country — that  is,  the 
American  duty. 

Mr.  COCKRAN.  I  understand  that,  and  that  is  precisely  what  gives  the  point  to  my 
questions.  You  are  able  to  maintain  competition  in  Canada  under  the  disadvantages 
of  a  differential  tariff,  a  discriminating  tariff  that  discriminates  against  you,  amount- 
ing to  one-third  of  the  total  amount  of  tax  that  is  levied  there,  and  I  ask  why  you 
can  not  maintain  competition  in  this  country,  where  there  are  no  discriminations 
against  you,  and  where  you  have  the  advantage  of  being  relieved  from  the  cost  of 
transportation  altogether? 

Mr.  KING.  Well,  Mr.  Cockran,  it  is  a  fact  that  we  do  sell  cheaper  in  Canada,  and  I 
think  all  over  the  world,  as  a  rule,  than  we  do  at  home,  for  the  purpose  of  keeping  our 
mills  going.  There  are  times  when  it  is  an  advantage  to  keep  our  mills  going  and  our 
workingmen  employed. 

Mr.  COCKRAN.  Did  you  not  say  a  moment  ago  that  you  got  exactly  the  same  rates? 

Mr.  KING.  Not  exactly,  but  practically. 

Mr.  COCKRAN.  Yes;  the  difference  is  between  "practically"  and  "exactly." 
Would  you  just  define  that?  What  do  you  mean  by  "practically  the  same"  and 
"exactly  the  same,"  if  the  meaning  is  not  identical? 
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Mr.  KING.  I  mean  that  they  have  in  Canada  what  is  called  a  "dumping  clause"  to 
prevent  material  being  sold  in  there.  We  can  not  declare  below  5  per  cent  below  the 
prices  current  in  this  country;  in  other  words,  they  take  our  domestic  price,  and  we 
can  not  declare  for  a  duty  there  at  less  than  5  per  cent,  or  else  the  customer  is  subject 
to  a  large  penalty  for  dumping.  That  5  per  cent,  I  think,  would  represent  about  the 
difference — I  am  trying  to  get  at  practically  what  I  told  you;  that  is,  as  to  what  I 
meant  by  "practically" — that  would  represent  the  difference  between  the  Canadian 
price  and  ours. 

Mr.  COCKRAN.  That  5  per  cent  would  not  even  equalize  the  discrimination  in  the 
tariff,  would  it? 

Mr.  KING.  To  that  extent,  it  would. 

Mr.  COCKRAN.  It  would  only  reduce  it,  it  would  not  extinguish  it.  Now,  to  return 
to  my  question.  In  Canada  you  are  able  to  meet  competition  successfully  under 
conditions  which  impose  upon  you  a  discriminating  tariff.  In  this  country,  where 
you  have  no  such  disadvantage,  and  where  you  are  not  required  to  transport  or  bring 
your  goods  across  the  sea,  why  can  you  not  maintain  competition  equally  well,  and 
even  better? 

Mr.  KING.  Well,  we  can  not  do  it. 

ALL   ADMIT    NOW   THAT    THE    CONSUMER    PAYS    THE    TARIFF. 

Mr.  King's  frank  testimony  also  includes  the  admission,  now 
general,  that  the  consumer  pays  the  tariff.  We  hear  no  more  now- 
adays of  the  former  favorite  catchword  of  the  protectionists,  "the 
foreigner  pays  the  tax,"  just  as  we  now  hear  no  more  of  the  former 
denial  of  lower  export  prices  to  foreigners.  This  is  recorded  on 
page  1974  of  the  Hearings: 

Mr.  CLARK.  Now,  is  it  your  idea  that  when  we  ship  steel  to  Canada  that  the  Canadian 
consumer  pays  the  tariff? 

Mr.  KING.  Yes,  sir. 

Mr.  CLARK.  After  twenty-five  years  of  wrangling  between  the  high-tariff  man  and 
the  low-tariff  man,  the  revenue-tariff  man  and  the  free  trader,  they  have  all  gotten 
together  on  the  proposition  that  the  consumer  pays  the  tariff. 

Mr.  KING.  I  think  that  is  true.     I  am  glad  that  he  pays  it. 

Mr.  CLARK.  Then  that  is  one  question  upon  which  they  have  all  gotten  together 
after  a  quarter  of  a  century? 

Mr.  KING.  Yes,  sir. 

THE    STEEL    TRUST    FIXES    THE    PRICE    OF    STEEL. 

Mr.  King  also  admits  that  the  price  of  steel  is  fixed  by  the  Steel 
trust  (Hearings,  p.  1975) : 

Mr.  Pou.  As  a  practical  proposition  the  price  of  steel  is  largely  controlled  by  the 
"Steel  trust,"  as  you  call  it. 

Mr.  KING.  I  think  that  is  a  fact. 

Mr.  Pou.  I  believe  you  said  that  you  were  a  competitor  of  the  Steel  trust. 

Mr.  KING.  Yes,  sir. 

Mr.  Pou.  Do  other  manufacturers  make  the  same  things  which  they  make? 

Mr.  KING.  Only  a  small  part  of  them.  They  manufacture  everything  in  this 
country  made  of  steel,  and  that  is  one  of  their  advantages. 

Mr.  Pou.  They  make  some  of  the  things  which  you  make? 

Mr.  KING.  Yes,  sir. 

Mr.  Pou.  And  therefore  you  are  getting  the  prices  of  your  product  fixed  by  the 
trust? 

Mr.  KING.  Well,  I  do  not  think  that  is  a  fair  way  to  put  it;  it  is  rather  a  bald  way 
to  put  it.  In  other  words,  we  get  just  as  much  as  they  do,  and  we  should  get  as  much, 
because  ours  is  just  as  good. 

Mr.  Pou.  But  no  better? 

Mr.  KING.  No  better. 
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ALL  EXPORTS  MUST  MEET  FOREIGN  PRICES. 

Mr.  King  also  speaks  of  the  export  business  of  the  Steel  trust, 
and  refers  to  the  well-known  fact  that  all  steel  products  exported, 
like  other  commodities,  must  be  sold  at  the  prices  current  in  the 
countries  that  they  go  to — that  is,  it  must  meet  the  alleged  threatening 
foreign  competition  on  its  own  ground.  From  this  it  follows,  from 
the  " protected"  manufacturers'  own  statements,  that  practically 
all  our  manufactures  exported  are  sold  at  lower  than  domestic  prices 
and  that  the  very  volume  and  extent  of  these  exports  prove  that  the 
articles  included  can  meet  the  competition  of  the  world  (Hearings, 
p.  1982) : 

Mr.  Pou.  Are  you  familiar  with  the  export  business  of  the  United  States  Steel 
Corporation? 

Mr.  KING.  No,  sir;  I  am  not.     They  do  export  quite  largely,  I  know;  we  do  not. 

Mr.  Pou.  Do  you  know  whether  they  likewise  make  a  less  price  to  foreign  coun- 
tries than  they  do  to  this  country? 

Mr.  KING.  I  think  they  do. 

Mr.  Pou.  Do  you  know  how  much  less? 

Mr.  KING.  No,  sir;  I  could  not  tell  you.  I  know  they  have  to  meet  the  conditions 
in  the  country  in  which  they  sell,  of  course. 

Mr.  Pou.  As  a  rule  all  of  you  do  sell  a  little  cheaper  outside  of  this  country  than 
you  do  inside,  do  you  not? 

Mr.  KING.  I  think  that  is  true;  yes.  If  you  are  going  to  do  an  export  business  and 
need  that  business  to  give  you  full  prices  and  decide  that  it  is  policy  to  do  it,  you,  of 
course,  must  meet  the  prices  that  are  current  in  the  country  that  you  go  to. 

Mr.  Pou.  And  therefore  all  large  steel  manufacturers  have  an  export  price  and  a 
domestic  price? 

Mr.  KING.  Yes. 

Mr.  Pou.  The  export  price  is  less  than  the  domestic  price? 

Mr.  KING.  I  think  that  is  true. 

Mr.  DALZELL.  That  is  so  in  all  countries,  is  it  not? 

Mr.  KING.  So  in  all  countries. .  In  England  and  Germany  it  is  just  as  true  as  it  is 
here. 

OTHER    IRON    AND    STEEL    PRODUCTS. 

Of  the  number  of  statements  given  in  the  tariff  hearings  of  the 
Sixtieth  Congress,  by  manufacturers  and  business  men  of  the  highest 
standing,  concerning  the  sale  of  American  manufactures  abroad  at 
lower  price  than  in  the  domestic  market,  we  have  space  for  only  a 
few  quotations.  The  statements  of  this  kind  concerning  iron  and 
steel  products  are  of  especial  public  interest. 

WIRE  ROPE. 

Mr.  H.  F.  Lyman,  of  Cleveland,  Ohio,  a  well-known  importer  and 
jobber  of  wire  rope,  in  a  letter  to  the  Ways  and  Means  Committee 
dated  November  27,  1908,  says: 

The  writer  was  not  surprised  at  the  statement,  as  he  had  seen  prices  on  wire  quoted 
by  the  American  Steel  and  Wire  Company  from  their  London  office  to  wire-rope 
manufacturers  in  England  which  were  nearly  50  per  cent  less  in  price  than  the  prices 
he  found  existing  at  the  same  time  on  the  same  grade  of  wire  in  this  country. 

The  statement  referred  to  in  this  sentence  was  by  Mr.  Roebling, 
of  the  John  A.  Roebling's  Son's  Company,  of  New  York,  who,  as 
quoted  by  Mr.  Lyman,  umade  the  statement  that  he  was  able  to 
sell  wire  rope  in  England,  underselling  the  Englishmen  and  make 
money  doing  so.'7  The  date  of  this  statement  Mr.  Lyman  gives  as  t 
u about  the  year  1900,"  on  the  occasion  of  a  meeting  which  Mr.' 
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Lyman  attended,  at  Delmonico's  restaurant  in  New  York,  of  "an 
association  among  the  wire-rope  manufacturers  which  has  attempted 
to  regulate  the  prices  made  by  the  manufacturers  and  also  to  con- 
trol through  the  manufacturers  the  prices  made  by  jobbers  of  wire 
rope,  who,  as  a  rule,  are  agents  for  some  American  manufacturer." 
And  Mr.  Lyman  adds: 

It  was  through  this  association  that  Mr.  Leschen,  of  the  A.  Leschen  &  Sons  Rope 
Company,  informed  the  writer  that  a  fund  of  about  $100,000  had  been  raised,  of 
which  they  contributed  their  share,  to  secure  pjoper  treatment  in  the  making  of  the 
Dingley  tariff.  (Hearings,  pp.  2033,  2034.) 

H.    E.    MILES    ON    FILES,    STEEL,   SHEETS,  AND    STEEL    BARS. 

On  December  11,  1908,  the  committee  gave  a  hearing  to  Mr.  H.  E, 
Miles,  of  Racine,  Wis.,  a  large  manufacturer  of  vehicles  and  agricul- 
tural implements,  and  chairman  of  the  tariff  committee  of  the  Na- 
tional Association  of  Manufacturers.  He  was  duly  sworn  and  his 
testimony  proceeds  thus  (Hearings,  pp.  4469-4472): 

Mr.  MILES.  A  representative  of  an  organization  of  100  importers  and  exporters 
wished  to  present  certain  evidence  to  the  committee,  and  the  gentleman  who  spoke 
to  me  said  he  would  lose  his  financial  standing  and  be  financially  ruined,  possibly, 
if  he  appeared  in  person  before  you;  and  so,  with  that  explanation,  trusting  to  the 
committee  to  protect  him  fairly,  he  asked  me  to  present  copies  of  invoices  from  his 
books,  concerning  which  I  believe  I  can  satisfy  the  committee  by  affidavits  or  other- 
wise, as  the  chairman  may  desire,  as  to  their  authenticity  and  propriety. 

The  CHAIRMAN.  Did  you  make  the  copies  from  his  books? 

Mr.  MILES.  No,  sir;  he  handed  them  to  me,  and  I  will  send  you  affidavits  as  to 
the  propriety  or  advise  you  otherwise.  I  hear  from  the  Secretary  of  the  Bureau  of 
Commerce  and  Labor  and  from  others  that  he  is  a  gentleman  of  very  high  standing, 
and  he  represents  an  organization,  as  I  say,  of  a  hundred  members. 

******* 

Mr.  MILES.  A  copy  of  the  first  invoice  he  gives  us  is  for  files,  which  shows  a  price 
made  for  export  of  $193.28.  The  duty,  if  they  had  been  imported,  would  have  been 
$248.75. 

Mr.  UNDERWOOD.  That  is  the  cost  of  files  where,  abroad,  that  you  are  giving  the 
figures  on? 

Mr.  MILES.  The  cost  at  New  York  or  at  the  American  factory. 

The  CHAIRMAN.  Does  that  show  the  quantities  and  sizes,  and  so  forth? 

Mr.  MILES.  It  gives  full  particulars,  sir;   it  is  a  complete  invoice. 

Mr.  UNDERWOOD.  Will  you  file  that  in  the  record? 

Mr.  MILES.  Yes,  sir. 

The  CHAIRMAN.  Hand  it  to  the  reporter  and  he  will  put  it  in  the  record  in  the 
proper  order. 

The  invoice  referred  to  is  then  given  in  full  in  the  record  of  the 
hearings,  and  shows  that  the  total  amount  at  the  export  discount  is 
$193.28,  and  at  the  domestic  discount,  $274.90;  an  increase  of  40 
per  cent  over  the  export  price. 

Mr.  MILES.  The  duty,  if  they  had  been  imported,  would  have  been  $248.75.  The 
price  against  the  American  consumer  if  they  had  been  bought  to  be  used  in  this  country 
on  the  basis  of  a  discount  from  the  list  of  70  per  cent,  and  10,  and  10,  and  10,  and  2. 

Mr.  DALZELL.  Will  you  tell  us  what  kind  of  files  they  were?  Will  you 

state  what  kind  of  files  they  are? 

Mr.  MILES.  Yes,  sir;  they  are  of  twenty-six  different  lengths  and  sizes.  The  price 
to  the  domestic  consumer  on  this  invoice  is  $274.90,  or  40  per  cent  more  than  the  price 
for  export.  This  could  be  verified  very  easily  if  the  committee  would  investigate 
what  is  called  the  file  trust,  the  Nicholson  File  Company,  who  are  said  to  control  the 
entire  file  business  of  the  United  States.  He  also  gives  me  his  price  for  export,  as  I 
understand,  from  the  United  States  Steel  Products  Company  of  $3.20  on  corrugated 
galvanized  sheets,  the  domestic  price  being  $3.20  and  the  export  price  $3.01  delivered 
in  Asiatic  markets,  making  a  price  for  export  on  the  basis  of  New  York  delivery  of 
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$2.71,  as  against  $3.20  against  the  domestic  consumer,  or  18 J  per  cent  more  against  the 
domestic  consumer  than  against  foreign  users.     Also  on  bar  steel — 

*  *  *  *  *  *  # 

Mr.  MILES.  On  bar  steel  the  price  is  $1.56.  That  corresponds  with  my  books  and 
my  cost  at  home,  and  the  foreign  price  delivered  at  Asiatic  seaports  is  $1.50,  which, 
on  the  basis  of  30  cents  for  freight,  would  be  $1.20  export,  as  against  $1.50  domestic, 
or  30  per  cent  more  for  the  domestic  consumer  than  for  export.  He  promises  to  give 
us  many  more  invoices,  all  indicative  of  the  fact  that  steel  products  are  sold  at  much 
less  for  export  than  to  the  domestic  consumer.  As  I  say,  I  present  that  evidence  upon 
his  request  only. 

And  further  on  in  his  testimony  Mr.  Miles  refers  again  to  the  gen- 
tleman who  has  supplied  the  invoices  and  export  prices  (Hearings, 
p.  4476) : 

Mr.  MILES.  I  feel  almost  like  begging  your  pardon  for  appearing  before  you  a  third 
time,  but  if  I  can  be  advised  an  hour  later  as  to  any  action  in  regard  to  the  information 
possessed  by  this  gentleman,  I  would  say  that  he  offers  me  a  great  deal  of  evidence 
that  our  trusts  are  exporting  large  quantities  of  stuff  at  20  to  40  per  cent  less  than  they 
are  charging  our  domestic  consumers,  and  he  says:  "I  can  not  appear.  You  appear 
for  me." 

The  CHAIRMAN.  If  you  can  do  anything  to  bring  about  the  appearance  of  this 
exporter  before  them,  the  committee  will  be  obliged  to  you. 

THE  PRESIDENT  OF  THE  NICHOLSON  FILE  COMPANY  MAKES  ADMISSIONS. 

On  January  15,  1909,  Mr.  Samuel  M.  Nicholson,  president  of  the 
Nicholson  File  Company,  referred  to  by  Mr.  Miles,  came  before  the 
committee  and  was  duly  sworn.  Referring  to  the  statement  by  Mr. 
Miles,  Mr.  Boutell,  of  the  committee,  "  investigated "  the  charge  that 
this  company  is  a  trust,  in  this  determined  and  masterly  fashion 
(Hearings,  pp.  2214,  2215): 

Mr.  BOUTELL.  Now,  Mr.  Miles  goes  on,  continuing  from  what  I  read  before: 

"This  could  be  verified  very  easily  if  the  committee  would  investigate  what  is 
called  the  File  trust — the  Nicholson  File  Company." 

Now,  can  you  tell  me  who  calls  the  Nicholson  File  Company  the  File  trust? 

Mr.  NICHOLSON.  Evidently  this  Mr.  Miles  does. 

Mr.  BOUTELL.  Does  anybody  else,  that  you  know  of,  in  the  United  States? 

Mr.  NICHOLSON.  We  have  been  accused  of  being  a  file  trust  by  enemies. 

Mr.  BOUTELL.  Have  you  ever  been  proceeded  against  by  any  competent  legal 
authority? 

Mr.  NICHOLSON.  No,  sir. 

Mr.  BOUTELL.  To  be  dissolved  as  a  trust? 

Mr.  NICHOLSON.  No,  sir;  never  have  heard  of  it. 

Mr.  BOUTELL.  Are  you  a  trust? 

Mr.  NICHOLSON.  What  is  a  trust? 

Mr.  BOUTELL.  I  ask  you.  I  am  trying  to  find  out  whether  you  are  one.  It  is  the 
process  of  elimination. 

Mr.  NICHOLSON.  If  we  are,  I  think  we  are  a  good  trust. 

Mr.  BOUTELL.  You  recognize  the  authority  that  there  may  be  bad  trusts? 

Mr.  NICHOLSON.  Yes. 

Mr.  BOUTELL.  If  you  are  a  trust,  you  are  good? 

Mr.  NICHOLSON.  Yes. 

Mr.  BOUTELL.  That  is,  if  you  are  a  trust,  you  are  a  good  trust? 

Mr.  NICHOLSON.  I  think  so. 

Mr.  BOUTELL.  Now,  we  can  not  get  any  more  light  on  that  subject.  Let  us  see 
how  the  next  sentence  will  go:  "which  are  said  to  control  the  entire  file  business  of 
the  United  States."  Do  you  know  who  says  that? 

Mr.  NICHOLSON.  No,  I  do  not. 

Mr.  BOUTELL.  With  reference  to  files,  I  mean? 

Mr.  NICHOLSON.  No. 

Mr.  BOUTELL.  Your  bitterest  enemy  has  not  accused  you  of  controlling  the  entire 
file  business  of  the  United  States? 

Mr.  NICHOLSON.  No;  he  could  not,  very  well. 
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Mr.  BOUTELL.  So  that  the  insinuation  there  that  the  Nicholson  File  Company,  of 
Providence,  R.  I.,  is  a  trust  is  a  mere  expression  of  opinion  on  his  part,  and  the  insinua- 
tion that  you  control  the  entire  file  business  of  the  United  States  is  incorrect? 

Mr.  NICHOLSON.  Incorrect. 

Mr.  BOUTELL.  That  is  all. 

FILES    MUCH    CHEAPER    FOR    EXPORT. 

In  the  course  of  his  testimony,  Mr.  Nicholson  was  questioned  as 
to  his  export  prices  and  admitted  that  the  domestic  prices  are  higher 
than  the  export  prices  by  from  25  t'6  28  per  cent  (Hearings,  pp. 
2202,  2203): 

Mr.  UNDERWOOD.  Now,  how  much  higher  do  you  sell  your  goods  for  in  this  country 
than  you  are  selling  them  in  the  export  market — in  Germany,  for  example? 

Mr.  NICHOLSON.  The  prices  vary  in  this  country  on  the  products  that  we  make. 

Mr.  UNDERWOOD.  But  on  the  same  class  of  goods,  how  much  more  are  you  selling 
them  for  in  this  country  than  in  Germany? 

Mr.  NICHOLSON.  On  the  same  class  of  goods,  from  25  to  28  per  cent,  I  should  think. 

Mr.  UNDERWOOD.  From  25  to  28  per  cent? 

Mr.  NICHOLSON.  Yes. 

And  again  this  same  subject  came  up  (Hearings,  p.  2223) : 

NICHOLSON    CONTROLS    THE    FILE    BUSINESS. 

Mr.  BOUTELL.  Do  any  of  the  other  file  makers  of  the  United  States  export  files? 

Mr.  NICHOLSON.  Yes;  Heller  Brothers,  and  quite  a  number  of  others. 

Mr.  BOUTELL.  What  proportion  of  the  file  product  of  the  United  States  is  exported? 

Mr.  NICHOLSON.  Not  to  exceed  $1,400,000,  I  should  say. 

Mr.  BOUTELL.  What  per  cent  of  the  total  would  that  be? 

Mr.  NICHOLSON.  About  the  same  per  cent. 

Mr.  BOUTELL.  About  20  per  cent  of  the  total? 

Mr.  NICHOLSON.  Yes,  sir. 

Mr.  Pou.  Now,  give  the  percentage  how  much  less  your  export  price  was  than  your 
domestic  price. 

Mr.  NICHOLSON.  That  is  pretty  hard  to  tell,  because  we  never  figured  it  just  that 
way. 

Mr.  Pou.  Can  you  approximate  it? 

Mr.  NICHOLSON.  Oh,  you  see,  it  is  this  way.  We  export  the  highest  priced  file  that 
we  have  in  this  country,  because  we  want  to  build  up  a  reputation  on  that  file. 
We  have  been  doing  that  for  fifteen  or  twenty  years,  believing  we  could  not  send  too 
good  an  article  abroad  to  compete  in  the  markets  of  the  world.  In  doing  that  we  have 
to  meet  conditions  varying  in  different  parts  of  the  world.  As  Mr.  Boutell  says  exists 
on  textiles,  we  find  a  lower  line  of  prices,  due  to  aggressive  German  competition, 
in  South  America  than  we  find  in  New  Zealand. 

Mr.  Pou.  But  you  have  some  idea,  have  you  not?  I  understand,  of  course,  that 
you  can  not  be  accurate,  but  I  would  like  to  have  your  view  as  to  about  the  difference 
in  percentage,  if  you'can  give  it. 

Mr.  NICHOLSON.  I  should  think  18  to  25  per  cent, 

Mr.  Pou.  Can  you  state  what  proportion  of  the  files  manufactured  in  the  United 
States  your  concern  makes — what  percentage? 

Mr.  NICHOLSON.  I  should  think  65  to  70  per  cent, 

According  to  Mr.  Nicholson,  his  bitterest  enemy  could  not  accuse 
him  of  controlling  the  entire  file  business  of  the  United  States.  He 
only  controls  65  to  70  per  cent  of  it!  He  tells  also  what  percentage 
of  his  total  output  is  exported  (p.  2221): 

Mr.  Pou.  How  does  the  volume  of  your  exports  compare  with  the  volume  of  trade 
inside  of  the  United  States? 

Mr.  NICHOLSON.  It  is  about  20  per  cent;  that  is,  we  exported  about  20  per  cent  of 
our  total  output.  Does  that  answer  the  question? 

Mr.  Pou.  Yes;  that  is  what  I  wanted  to  know. 
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LOWER  PRICES  AND  HIGHER  EXPENSES  IN  THE  EXPORT  TRADE. 

He  also  shows  that,  although  the  prices  he  gets  in  the  export  trade 
are  considerably  less  than  in  the  domestic  trade,  the  selling  expenses 
are  at  least  40  per  cent  more  (Hearings,  pp.  2217,  2218): 

Mr.  UNDERWOOD.  Does  it  cost  you  any  more  to  sell  your  goods  abroad  than  at  home? 

Mr.  NICHOLSON.  Does  it  cost  us  anything  more? 

Mr.  UNDERWOOD.  Yes. 

Mr.  NICHOLSON.  In  what  way? 

Mr.  UNDERWOOD.  I  do  not  mean  to  ask,  of  course,  if  it  costs  you  more  in  freight 
rates,  because,  I  suppose,  of  course,  it  does;  but,  exclusive  of  freight  rates,  do  your 
advertising  and  your  agents  and  your  efforts  to  sell  your  product  cost  more  abroad 
than  at  home? 

Mr.  NICHOLSON.  Yes;  you  have  to  have  a  better  grade  of  salesmen  to  enter  those 
markets,  and  you  have  interest. 

Mr.  UNDERWOOD.  How  much  more  does  it  cost  you  to  sell  abroad  than  at  home? 
In  other  words,  tell  the  committee  what  you  do,  first,  to  sell  abroad;  in  what  way  you 
attempt  to  advertise  your  goods  and  bring  them  before  the  public,  and  then  how 
much  more  it  costs  you  than  at  home. 

Mr.  NICHOLSON.  We  use  the  same  principles  that  are  used  here,  advertising  in 
some  of  the  principal  papers  and  getting  up  circulars  and  catalogues  and  advertising 
schemes  for  the  particular  customers.  For  instance,  one  of  our  houses  last  year,  I 
think,  circulated  some  7,000  or  8,000  tin  signs  that  cost  them  a  lot  of  money. 

Mr.  UNDERWOOD.  Do  you  maintain  brokers  or  sales  agents  there? 

Mr.  NICHOLSON.  They  all  radiate  from  our  factory.  We  have  seven,  and  they 
travel  from  our  factory  They  go  all  over  the  world  outside  of  this  country. 

Mr.  UNDERWOOD.  How  much  more  does  it  cost  you  to  maintain  that  selling  force 
and  for  your  advertising  expenses  abroad  than  it  does  at  home? 

Mr.  NICHOLSON.  It  costs  us  quite  a  little  more  for  the  amount  of  business  we  do; 
very  much  more,  of  course. 

Mr.  UNDERWOOD.  I  wanted  to  get  at  that. 

Mr.  NICHOLSON.  You  wanted  to  know  what  a  salesman  would  cost  in  this  country 
and  what  a  salesman  would  cost  abroad? 

Mr.  UNDERWOOD.  No;  just  the  general  proportion — how  much  more  it  costs  to 
advertise  and  sell  your  goods  abroad  than  it  does  to  advertise  and  sell  your  goods  at 
home.  What  percentage  more? 

Mr.  NICHOLSON.  I  should  think  that  the  selling,  which  would  include  the  sales- 
man and  his  expenses,  and  so  forth,  would  cost  us  at  least  40  per  cent  more. 

THE    EXPORT    TRADE    IS    PROFITABLE. 

Mr.  Nicholson  also  makes  it  clear  that  his  company's  general 
export  trade  is  supplied  from  their  American  factories,  and  that  they 
do  not  lose  money  on  this  class  of  the  business  (Hearings,  p.  2216): 

Mr.  HILL.  Do  you  export  from  your  Canadian  factory,  aside  from  what  you  export 
under  the  preferential  rate  which  England  has? 

Mr.  NICHOLSON.  No,  sir. 

Mr.  HILL.  You  do  ship  to  England  under  the  preferential  rate,  but  you  do  not  sup- 
ply your  general  wholesale  trade  from  the  house  in  Canada? 

Mr.  NICHOLSON.  No,  sir;  and  only  one  house  in  England. 

Mr.  HILL.  And  you  do  not  ship  from  there  to  Germany? 

Mr.  NICHOLSON.  No,  sir. 

Mr.  HILL.  Canada  does  not  have  a  preferential  rate  from  Germany? 

Mr.  NICHOLSON.  I  do  not  think  so. 

Mr.  HILL.  And  you  are  quite  confident  that  you  do  not  supply  your  general  export 
trade  from  Canada? 

Mr.  NICHOLSON.  Only  one  house. 

The  CHAIRMAN.  You  do  not  lose  anything  on  the  goods  you  sell  at  80  per  cent  off 
from  the  list  price,  do  you? 

Mr.  NICHOLSON.  No,  sir. 

The  CHAIRMAN.  You  make  money  on  those? 

Mr.  NICHOLSON.  Yes,  sir. 
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The  "80  per  cent  off  from  the  list"  mentioned  by  the  chairman 
was  taken  by  him  to  be  practically  the  equivalent  of  the  export  dis- 
count, to  a  considerable  purchaser.  Mr.  Nicholson  had  already  testi- 
fied (pp.  2213,  2214),  in  referring  to  the  invoice  put  on  record  by  Mr. 
Miles,  "he  quotes  a  discount  there  for  export  of  70  and  5  and  1\  for 
that  bill.  Our  export  discounts  will  run  along  70  and  5  and  2J  to 
70  and  5  and  5,  and  so  that  is  a  fair  statement.'7 

THE    TARIFF    HELPS    THE    TRUST    TO    CRIl'sH   THE    SMALLER    COMPETING 

•  MANUFACTURERS . 

The  manufacturers  are  learning  that  the  continuance  of  tariff 
" protection"  to  a  great  industry  which  sells  its  products  abroad  at 
lower  than  domestic  prices,  like  the  Steel  trust,  for  example,  has  the 
effect  of  crushing  the  smaller  independent  industries,  which  must  get 
their  material  from  the  greater  industry,  so  that  these  smaller  con- 
cerns can  not  themselves  compete  for  the  world's  markets  or  even 
survive  in  the  home  market.  A  clear  illustration  of  the  situation 
was  given  by  Mr.  H.  E.  Miles,  chairman  of  the  tariff  committee  of 
the  National  Association  of  Manufacturers,  and  himself  a  manufac- 
turer of  vehicles  and  agricultural  implements,  when  he  was  before 
the  Ways  and  Means  Committee  on  December  8,  1908  (Hearings, 
pp.  4085,  4086): 

Mr.  FORDNEY.  Mr.  Miles,  do  I  understand  you  to  say  that  you  believe  that  the  tariff 
on  imported  articles  operates  in  favor  of  one  American  producer  as  against  another  in 
the  same  line  of  business? 

Mr.  MILES.  I  should  think  not,  so  far  as  they  are  competitive. 

Mr.  FORDNEY.  And  the  tariff  permits  the  strong  to  crush  out  the  weak? 

Mr.  MILES.  Yes;  it  permits  the  Steel  trust,  for  instance,  to  crush  the  smaller  people, 
b.ecause  the  finished  product  of  the  Steel  trust  is  a  raw  material  of  the  independent 
competitive  man. 

Mr.  FORDNEY.  In  what  way  do  they  use  the  tariff  to  crush  out  the  smaller  competitor? 

Mr.  MILES.  I  will  give  you  a  firm  of  steel-wire  men  who  have  written  to  me. 

Mr.  FORDNEY.  But  that  is  not  the  thing.     I  want  to  know  what  you  know  about  it. 

Mr.  MILES.  I  will  give  you  the  names  of  the  farm-wagon  men  in  that  business;  and 
I  will  further  say  that  I  am  being  crushed  in  three  of  my  departments  by  a  trust. 

Mr.  RANDALL.  The  question  is,  "In  what  way  does  it  prevent  foreign  competition 
and  in  that  way  helps  the  big  man  to  crush  out  the  smaller  man?" 

Mr.  MILES.  I,  for  one,  might  get  recourse  from  abroad  were  the  tariff  not  excessive. 
I  am  in  the  hands  of  a  trust  as  it  is. 

Mr.  FORDNEY.  What  do  you  mean  by  "getting  recourse  from  abroad?" 

Mr.  MILES.  I  mean — what  I  started  out  to  tell  you  with  regard  to  the  steel- wire 
proposition,  and  it  runs  into  many  different  trades.  The  steel  men  have  an  export 
price  at  which  they  sell  wire  at  a  profit,  but  at  much  less  price  than  the  domestic 
price.  When  they  sell  to  the  steel  man  whose  name  I  have  given,  who  makes  wire, 
they  add  the  tariff  to  their  export  price.  Their  price  on  this  raw  material  is  very 
high  to  the  domestic  wire  mill.  Then  the  Steel  trust  has  subsidiary  wire  mills  of  its 
own  where  it  makes  wire  and  puts  it  on  the  market  at  a  little  more  than  they  charge 
the  competitive  wire  men  for  raw  material,  so  that  the  wire  man  has  no  margin. 
The  system  goes  in  the  tanning  business  in  the  same  way. 

Mr.  FORDNEY.  Does  the  manufacturer  of  wire  have  to  come  for  raw  material  to 
his  competitor  in  the  United  States? 

Mr.  MILES.  Yes;  he  goes  to  the  big  steel  producers,  who  are  competitors  of  his  own 
wire  mill,  and  so  he  buys  of  his  competitor. 

Mr.  FORDNEY.  But  the  tariff  hasn't  anything  to  do  with  it,  has  it? 

Mr.  MILES.  Yes;  it  puts  him  where  he  can  not  buy  of  anybody  but  the  competi- 
tor, and  he  is  therefore  in  the  hands  of  his  competitors. 

Mr.  FORDNEY.  Well,  he  knows  that  when  he  goes  into  business? 

Mr.  MILES.  Thank  God!  He  went  into  the  business  when  that  condition  did  not 
prevail,  and  he  made  lots  of  money  until  the  act  of  Congress  in  the  tariff  was  used 
by  the  trust  against  him.  He  went  in  a  free  man,  and  he  is  not  a  free  man  now. 

S.  Doc.  54,  61-1 3 
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SEWING   MACHINES    AND    PLOWS. 

In  the  course  of  the  tariff  hearings  before  the  Ways  and  Means 
Committee,  certain  evidence  of  the  lower  export  prices  of  manu- 
factures of  iron  and  steel  came  out  quite  casually,  in  the  course  of 
discussions  on  entirely  different  subjects.  For  example,  on  the 
very  first  day  of  the  hearings,  November  10,  1908,  Mr.  N.  B.  Arnold, 
of  the  Keystone  Varnish  Company,  of  Brooklyn,  N.  Y.,  and  repre- 
senting the  Varnish  Manufacturers'  National  Association,  was  before 
the  committee,  asking  nothing  except  that  the  Dingley  duty  on 
varnish  be  retained  as  entirely  satisfactory.  In  the  course  of  the 
discussion  about  this  article,  he  stated  that  they  could  compete  with 
the  world  in  varnish,  and  then  went  on  to  refer  to  his  earlier  expe- 
rience with  sewing  machines  and  plows  (Hearings,  p.  470): 

Mr.  COCKRAN.  But,  as  a  matter  of  fact,  you  are  able  to  compete  with  the  foreigner? 

Mr.  ARNOLD.  Absolutely.  We  go  into  the  foreign  countries  and  compete  with  the 
world.  We  sell  the  goods,  and  those  shipments  are  increasing  from  year  to  year,  the 
goods  being  sold  at  a  profit.  There  is  no  dumping  ground  for  varnish.  I  have  sold 
goods  in  foreign  countries,  all  over  the  world,  myself,  as  far  back  as  1882.  I  do  not 
believe  this  story  about  giving  away  goods  to  get  rid  of  them.  I  will  say  that  I  sold 
sewing  machines  in  1882,  abroad,  at  a  price  of  $19.50  for  the  same  machines  that  were 
selling  in  this  country  for  $65,  and  they  were  not  made  anywhere  else  excepting  in 
this  country.  And  I  will  say,  too,  that  I  made  money  out  of  it. 

Mr.  COCKRAN.  Where  did  you  sell  them? 

Mr.  ARNOLD.  In  South  Africa. 

Mr.  COCKRAN.  At  a  profit? 

Mr.  ARNOLD.  Yes. 

Mr.  COCKRAN.  There  was  some  difference  in  the  profit  between  Africa  and  America, 
was  there  not? 

Mr.  ARNOLD.  Yes. 

Mr.  Pou.  And  the  same  kind  of  machines  were  sold  as  here? 

Mr.  ARNOLD.  Yes;  and  at  a  price  of  $65.  I  sold  plows  in  South  Africa  for  $8.50  that 
you  could  not  buy  for  less  than  $12.50  up  to  $20  in  this  country.  And  I  say  that -all 
this  rubbish  about  dumping  goods  in  foreign  countries  is  nonsense.  I  have  been  con- 
nected with  the  foreign  business,  as  I  say,  for  three  years,  and  I  want  to  say  that  I  can 
do  better  business  here  than  I  can  over  there.  I  have  been  over  there  looking  the 
situation  over,  and  there  is  nothing  in  it. 

THE    BLESSINGS    OF    AMERICAN    HIGHER    PRICES    IN    PORTO    RICO. 

Another  incidental  admission  of  the  blessings  conferred  by  the 
American  tariff  in  establishing  higher  prices  for  those  living  under  it 
than  foreigners  pay  for  the  same  goods  was  given  by  Hon.  Tulio 
Larrinaga,  Resident  Commissioner  from  Porto  Rico,  in  his  statement 
before  the  Ways  and  Means  Committee  on  November  19,  1908.  He 
was  speaking  principally  about  the  proposed  duty  on  coffee,  but  in 
the  course  of  the  questioning  the  following  occurred  (Hearings,  pp. 
4145,  4146): 

Mr.  HILL.  You  are  drawing  a  distinction  between  property  bought  in  England  and 
the  same  thing  bought  in  the  United  States? 

Mr.  LARRINAGA.  Yes,  sir. 

Mr.  DALZELL.  You  did  not  understand  that,  Mr.  Griggs,  did  you? 

Mr.  GRIGGS.  Yes;  you  have  got  it  wrong,  if  I  can  get  him  to  understand  me.  Do 
you  mean  to  say  that  American  manufactured  goods  sell  lower  on  American  soil  than 
they  do  on  foreign  soil? 

Mr.  LARRINAGA.  Not  lower  on  American  soil.     We  call  Porto  Rico  American  soil. 

Mr.  GRIGGS.  Then  you  say  they  sell  higher? 

Mr.  LARRINAGA.  They  sell  higher  in  Porto  Rico  than  they  sell  in  any  of  the  neigh- 
boring islands. 

Mr.  GRIGGS.  With  the  same  freight  rates? 

Mr.  FORDNEY.  Do  you  know  that  to  be  a  fact,  my  friend? 
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Mr.  LARRINAGA.  Yes,  sir;  I  know  it  to  be  a  fact. 

The  CHAIRMAN.  What  American  machinery  do  you  refer  to? 

Mr.  LARRINAGA.  Anything,  from  a  boiler  to  a  bolt. 

Mr.  GRIGGS.  Can  you  buy  a  sewing  machine,  made  in  the  United  States,  cheaper  in 
Jamaica  than  in  Porto  Rico? 

Mr.  LARRINAGA.  You  could  not  buy  it  in  America.  I  meant  in  England.  The 
Jamaicans  will  buy  cheaper  from  the  American  manufacturer  than  the  Porto  Ricans. 

The  CHAIRMAN.  Do  you  say  that  is  true  of  all  machinery  that  is  sold,  of  all  kinds, 
or  what? 

Mr.  LARRINAGA.  I  would  not  commit  myself  to  say  that  there  might  not  be  some 
peculiar  piece  of  machinery  that  did  not  come  urfder  that;  but  I  say  that  as  a  rule  all 
American  manufacturers  sell  higher  in  Porto  Rico  than  in  the  neighboring  islands. 

Mr.  FORDNEY.  Why  do  you  not  buy  it  in  the  neighboring  islands  and  ship  it  to 
Porto  Rico,  then? 

Mr.  LARRINAGA.  We  could  go  there  and  buy  it,  but  then  we  would  have  to  pay  the 
duty  coming  into  Porto  Rico,  sir.  We  know  that.  (Laughter.)  That  would  be  a 
very  poor  bargain.  We  know  better  in  Porto  Rico. 

The  CHAIRMAN.  What  machinery  do  you  know  about?  I  would  like  to  know  what 
the  fact  is.  What  sort  of  machinery  do  you  know  about? 

Mr.  LARRINAGA.  Boilers,  for  instance.     I  know  of  that. 

The  CHAIRMAN.  And  what  else? 

Mr.  LARRINAGA.  Any  other  machinery.  Coffee  hullers,  that  we  use  for  coffee; 
sugar  mills,  and  all  sugar  and  coffee  machinery. 

CORKSCREWS. 

Another  incidental  admission  about  export  prices  was  made  by 
Charles  De  Witt  &  Co.,  of  Baltimore,  Md.,  manufacturers  and  dealers 
in  machine  and  hand-cut  corks,  in  a  letter  dated  December  2,  1908, 
addressed  to  Chairman  Payne  of  the  Ways  and  Means  Committee. 
After  referring  to  the  duty  on  cork  bark  and  corks,  the  letter  adds 
(Hearings,  pp.  6586,  6587) : 

Apropos  of  steel  wire,  etc.  We  inclose  a  corkscrew.  This  corkscrew  we  are  buying 
from  the  manufacturer  whose  invoice  we  inclose,  and  you  will  note  that  he  charges  us 
8£  cents  per  gross.  We  can  buy  the  same  corkscrew,  made  by  the  Rockwell  Clough 
Company,  of  Alton,  N.  H.,  at  5^  cents  per  gross  for  export  only;  that  is  to  say,  the 
house  of  Geo.  Borgfeldt  &  Co.,  New  York  (jobbers),  offered  these  corkscrews  at  5£ 
cents  per  gross  for  export  only,  or  60  per  cent  less  than  home  price  of  the  trust,  and 
these  were  made  by  the  same  firm,  Rockwell  Clough  Company,  of  Alton,  N.  H.  What 
we  are  giving  you  are  facts,  as  you  will  notice  by  inclosures. 

These  corkscrews  are  sold  in  this  country  by  the  combine  at  8^  cents  per  gross  and 
shipped  abroad  at  5J  cents. 

The  inclosures  referred  to  in  this  letter  are  copies  of  agreement  by 
Geo.  Borgfeldt  &  Co.  in  the  export  transaction,  and  invoice  of  the 
domestic  sale  by  the  C.  T.  Williamson  Wire  Novelty  Company,  both 
printed  in  full  in  the  hearings  and  substantiating  the  statements  in 
the  letter.  The  agreement  with  Geo.  Borgfeldt  &  Co.  shows  that  the 
corkscrews  were  "to  be  exported  to  Germany  and  imported  again  to 
Baltimore,  at  a  price  not  exceeding  5^  cents  per  gross,  plus  freight 
both  ways,  and,  if  necessary,  an  additional  5  per  cent  commission." 

ARMS    AND   AMMUNITION. 

Another  case  similar  to  that  of  the  corkscrews  mentioned  above  is 
reported  by  Von  Lengerke  &  Detmold,  of  349  Fifth  avenue,  New  York 
City,  in  a  letter  to  the  chairman  of  the  Ways  and  Means  Committee 
dated  November  13,  1908,  in  wMch  this  old  and  well-known  firm  said 
(Hearings,  pp.  6651,  6652): 

We  wish  to  mention  a  couple  of  incidents  illustrating  the  injustice  worked  out  by 
excessive  tariff  and  the  practice  of  selling  American-made  ammunition  cheaper  to 
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foreign  than  to  American  trade,  and  show  the  abuses  resulting  from  the  fact  that 
American  dealers  are  absolutely  dependent  upon  the  pleasure  of  the  excessively  pro- 
tected and  favored  American  monopoly. 

We  are  ready  to  make  an  affidavit  that  some  years  ago  we  bought  of  a  party  in  Canada 
a  large  quantity  of  empty  shotgun  shells  which  were  ordered  by  and  sold  to  the  Cana- 
dian parties  by  the  above  American  manufacturers  much  cheaper  than  we  or  other 
American  dealers  could  buy  them  at.  Freight  was  paid  on  these  goods  to  Canada;  the 
expenses  of  having  a  man  on  the  Canadian  border  to  intercept  these  goods  were  paid; 
return  freight  to  New  York  was  paid,  and  the  goods  were  sent  back  to  us  in  New  York 
City.  The  Canadian  parties  who  ordered  the  goods  made  a  commission,  and  yet  we 
landed  these  goods  back  in  New  York  at  a  net  cost  considerably  less  than  we  or  other 
American  dealers  could  buy  them  at  from  the  discriminating  American  manufacturers. 
We  believe  the  same  thing  could  be  engineered  to-day. 

We  have  never  given  publicity  to  the  above  before,  but  business,  economic,  or  tariff 
conditions  which  will  make  such  tactics  possible  are  unhealthy  and  unjustifiable. 
Another  incident  is  of  a  more  recent  date  and  concerns  our  firm  vitally.  We  have  been 
the  pioneers  in  many  of  the  more  important  improvements  in  shotgun  ammunition, 
and  were  one  of  the  first  to  load  shotgun  ammunition  for  the  trade  in  larger  quantities. 
As  soon  as  our  business  had  increased  to  decent  proportions  the  American  manufac- 
turers took  up  the  loading  of  shotgun  ammunition  themselves.  By  simply  increasing 
the  cost  of  the  empty  shells  and  wads  necessary  for  making  loaded  ammunition  the 
business  of  outside  loaders  has  been  choked  off  most  effectually. 

In  order  not  to  lose  our  identity  and  individuality  entirely,  we  have  continued  push- 
ing certain  trade-marked  brands  of  shells.  The  business  in  these  trade-marked  shells 
represents  many  years  of  hard  work  and  many  thousands  of  dollars'  worth  of  advertising 
on  our  part.  Last  year  the  Cartridge  trust  refused  to  further  make  our  trade-marked 
goods,  which  action  placed  us  in  a  position  to  either  abandon  the  business  built  up  by 
us  during  twenty-five  years  of  active  business  work  or  to  have  trade-marked  goods 
made  up  in  Europe,  pay  the  excessive  protective  duty,  and  sell  them  here  at  cost  in 
order  to  keep  our  specialties  alive.  We  chose  the  latter,  which,  owing  to  a  duty  of  45 
per  cent  on  empty  shotgun  shells  and  heavy  freight  on  account  of  goods  being  bulky, 
has  proved  a  losing  venture.  This  year  the  American  makers — probably  afraid  of  the 
action  of  the  Government  in  investigating  "trusts" — have  again  accepted  our  orders 
for  our  special  goods,  in  order,  as  they  say,  to  stop  the  importation  of  goods  for  this 
market. 

We  also  wish  to  go  on  record  that  the  duties  on  shotguns,  rifles,  and  pistols  are  excess- 
ive. Most  of  these  goods  are  sold  cheaper  to  European  customers  than  they  are  here. 
These  goods,  owing  to  better  machinery,  are  being  made  as  cheaply  here  as  abroad,  as 
many  thousands  of  American-made  rifles,  etc.,  are  successfully  sold  in  Europe  in  com- 
petition with  European-made  arms,  while  competition  with  European  goods  here  is 
extremely  difficult. 

The  " American  monopoly"  referred  to  in  this  extract  is  stated 
by  Lengerke  &  Detmold,  in  the  same  .communication,  to  be  "the 
Ammunition  Manufacturers'  Association,  a  combination  of  the 
Union  Metallic  Cartridge  Company  and  Winchester  Repeating 
Arms  Company  and  one  or  more  smaller  concerns  controlled  by 
the  above,"  and  they  also  say:  "These  factories  furnish  fully  95 
per  cent  of  all  the  ammunition  sold  and  used  in  the  United  States." 
(Hearings,  p.  6650.) 

This  letter  from  Von  Lengerke  &  Detmold  was  brought  to  the 
attention  of  the  Winchester  Repeating  Arms  Company,  of  New 
Haven,  Conn.,  and  their  second  vice-president,  Mr.  Winchester 
Bennett,  sent  a  letter  to  the  chairman  of  the  Ways  and  Means  Com- 
mittee, dated  December  3,  1908,  in  which  he  says  (Hearings,  p. 
6657): 

That  this  country  in  some  instances  markets  its  goods  in  foreign  countries  at  a 
lower  price  than  they  bring  in  this  country  is  admitted.  On  the  other  hand,  in  many 
instances  where  our  manufacturers  are  fairly  well  known,  a  larger  price  is  demanded 
for  them  abroad  than  in  this  country;  and  where  the  export  prices  are  lower  than  the 
domestic  prices  it  can  invariably  be  shown  that  it  is  to  maintain  our  identity  even  at  a 
loss  in  foreign  markets,  where,  owing  to  foreign  competition  or  unusual  import  duties, 
we  would  be  completely  shut  out  were  we  not  to  sacrifice  our  profit;  and  it  must  be 
borne  in  mind  that  the* domestic  manufacturer  in  preparing  ammunition  for  foreign 
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shipment  takes  advantage  of  the  drawback  customs  arrangement  and  uses  foreign 
lead,  which,  drawback  being  considered,  can  usually  be  purchased  at  30  per  cent 
below  domestic  lead . 

SAFETY   FUSE. 

The  tariff  hearings  also  contain  a  letter  to  the  chairman  of  the 
committee,  dated  November  23,  1908,  from  Mr.  J.  Fritz  Brind, 
general  manager  of  the  Insoloid  Fuse  Company,  of  Denver,  Colo.,  in 
which  he  says  (Hearings,  p.  6660) : 

Safety  fuse,  with  a  gutta-percha  covering,  is  admitted  under  paragraph  450,  as  manu- 
factures of  gutta-percha  (that  article  being  the  component  material  of  chief  value), 
at  35  per  cent  ad  valorem.  Fuse  in  which  the  chief  value  is  cotton  is  dutiable  at  45 
per  cent  under  paragraph  322. 

Double  tape  fuse1,  the  kind  generally  used  in  this  country,  was  for  several  years 
(before  the  consolidation  of  the  four  companies  in  California  went  into  effect,  and  now 
controlled  by  the  Ensign-Bickford  Company,  known  as  the  "Fuse  trust")  shipped 
into  various  parts  of  Colorado  from  San  Francisco,  at  a  net  return  to  the  manufacturer 
of  $1.75  per  1,000  feet,  and  under  which  they,  even  then,  made  a  profit. 

The  present  price  under  the  trust,  at  the  factory,  is  more  than  double  that  figure, 
as  shown  by  the  accompanying  price  list  of  the  Dupont  powder  trust. 

Precisely  the  same  article  is  shipped  to  Mexico  from  New  York  at  $2.75  per  1,000 
feet,  as  per  letter  of  Schaefer  Hermanos  herewith. 

With  the  above  letter  certain  exhibits  are  printed.  Among  these 
is  a  communication  dated  November  18,  1907,  from  the  E.  I.  Du  Pont 
De  Nemours  Powder  Company,  at  Berkeley,  CaL,  where  the  fuses  in 
question  are  made,  stating  that  the  list  price  of  this  double  tape 
safety  fuse  is  $4.30  per  1,000  feet  f.  o.  b.  San  Francisco,  subject  to  a 
discount  of  10  and  7J  per  cent  in  carload  lots.  This  is  equivalent  to 
$3.58  per  1,000  feet  net.  On  less  than  carload  lots  the  discount 
ranges  from  10  and  5  per  cent  to  nothing.  Another  of  the  exhibits  is 
a  letter  from  Schaefer  Brothers,  of  Parral,  Mexico,  dated  July  7,  1908, 
stating  that  they  are  purchasing  the  fuse  at  $2.75  per  1,000  feet 
f.  o.  b.  New  York,  in  United  States  currency.  (Hearings,  pp.  6662. 
6663.) 

Following  these  exhibits  there  appears  a  letter  to  the  committee, 
dated  December  1,  1908,  from  Mr.  George  Staber,  president  of  the  Ger- 
mania  Importing  Company,  of  New  York  City,  in  which  he  says 
(Hearings,  p.  6664) : 

The  manufacturer  of  mining  fuse  at  prices  which  the  individual  miners  at  present 
have  to  pay  yields  extremely  large  profits,  far  in  excess  of  average  legitimate  manu- 
facturing profits .  The  manufacturers  of  mining  fuse  sell  such  fuse  for  export  to  Canada 
and  Mexico  at  prices  much  below  the  prices  which  they  exact  in  the  United  States. 

The  same  statement  as  to  sales  of  mining  fuse  for  export  to  Canada 
and  Mexico  at  much  lower  than  domestic  prices  is  also  made  by 
J.  H.  Lau  &  Co.,  of  New  York  City,  in  a  letter  to  the  committee 
dated  December  2,  1908  (Hearings,  p.  6665). 

The  statements  and  exhibits  by  Mr.  J.  Fritz  Brind,  of  the  Insoloid 
Fuse  Company,  called  forth  a  reply  from  the  Coast  Manufacturing 
and  Supply  Company,  of  Berkeley,  CaL,  who  in  a  letter  to  the  com- 
mittee dated  February  12,  1909,  said  (Hearings,  p.  6670): 

The  price  on  fuse  shipped  to  foreign  countries  should  not  be  considered,  as  it  is 
sold  wherever  possible  and  at  whatever  prices  the  manufacturer  is  able  to  get,  owing 
to  foreign  competition,  and  to  serve  as  a  dumping  ground  for  our  surplus,  in  order  to 
increase  the  output  of  our  plants  and  keep  our  employees  steadily  at  work. 

And  again,  in  the  same  letter  (Hearings,  p.  6672) : 

We  freely  admit  that  we  have  been  forced  to  sell  our  goods  in  foreign  countries  at 
cost  price  in  order  to  keep  our  factories  running  and  our  labor  constantly  employed, 
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whereas  if  we  had  sufficient  protection  in  the  matter  6f  duties  and  freight  rates  to 
give  American  fuse  manufacturers  the  benefit  of  all  the  American  trade,  we  would 
find  that  we  would  be  kept  busy  supplying  our  own  trade  and  not  having  to  sell  at 
cost  in  foreign  countries. 

They  are  asking  for  a  specific  duty  of  $1  per  1,000  feet  on  all  kinds 
of  fuse,  a  considerable  increase.  They  show  in  the  same  letter  (p. 
6671)  that  the  prices  of  almost  all  of  their  necessary  materials  of 
fuse  manufacture  are  much  higher  in  the  United  States  than  in 
Europe,  making  especial  mention  of  the  duty  of  35  per  cent  on  jute 
yarns,  one  of  their  chief  materials,  and  the  consequent  higher  cost 
to  them  of  that  article.  They  do  not,  however,  make  the  natural 
and  proper  request  that  the  duties  on  the  materials  they  must  have 
be  reduced  or  abolished,  so  that  they  may  supply  the  entire  American 
trade  or  more  of  it  at  prices  more  nearly  like  those  they  give  to  the 
foreigners.  On  the  contrary,  as  is  customary  with  highly  "  pro- 
tected" manufacturers,  they  demand  more  duty  to  more  than  make 
up  for  the  burdens  on  materials,  planning  to  have  competing  imports 
entirely  shut  out  by  a  high  tariff,  so  that  they  may  have  the  entire 
American  market  at  monopoly  prices  and  also  get  the  foreign  markets 
at  the  lower  prices. 

LUMBER. 

Even  in  the  matter  of  lumber  we  find  in  the  tariff  hearings  an 
authoritative  admission  of  export  sales  at  "a  little  less"  than  domes- 
tic prices.  On  November  20,  1908,  Mr.  K.  L.  McCormick,  of  Tacoma, 
Wash.,  who  is  connected  with  the  Weyerhaeuser  Timber  Company, 
appeared  before  the  committee,  representing  the  Pacific  Coast  Lum- 
ber Manufacturers7  Association,  and  asking  for  the  maintenance  of 
the  Dingley  duties  on  lumber.  This  is  from  the  report  of  his  state- 
ment (Hearings,  p.  3005): 

Mr.  HILL.  Do  you  export  any  lumber? 

Mr.  MCCORMICK.  Yes,  sir. 

Mr.  HILL.  Where  to? 

Mr.  McCoRMicK.  Australia. 

Mr.  HILL.  Do  you  export  any  to  British  Columbia? 

Mr.  MCCORMICK.  British  Columbia?    No,  sir.     That  would  be  shipped  by  rail. 

Mr.  HILL.  There  is  a  good  deal  exported  to  British  Columbia  from  Washington. 
But  you  do  export  to  Australia? 

Mr.  McCoRMicK.  Yes,  sir. 

Mr.  HILL.  You  meet  British  Columbia  competition? 

Mr.  McCoRMicK.  Yes,  sir. 

Mr.  HILL.  Are  you  able  to  meet  it? 

Mr.  McCoRMicK.  Yes,  sir. 

Mr.  HILL.  And  you  have  been  meeting  it  right  along  in  Australia? 

Mr.  McCoRMicK.  We  do  not  do  business  there  all  the  time,  but  we  do  sell  more  or 
less. 

Mr.  HILL.  Why  could  you  not  meet  it  just  as  well  in  any  other  place  in  the  United 
States  as  to  meet  it  in  Australia? 

Mr.  McCoRMicK.  Well,  we  do  not  have  to  keep  a  regular  business  going  in  Aus- 
tralia. We  can  take  an  order  any  time  we  are  out  of  business  elsewhere  and  sell  it 
for  a  little  less  than  we  ordinarily  sell  it  for,  in  order  to  keep  our  mill  running. 

CORNSTARCH. 

Another  interesting  admission  before  the  committee  was  made  on 
November  18,  1908,  by  Mr.  E.  B.  Walden,  of  New  York,  sales  mana- 
er  of  the  Corn  Products  Refining  Company,  which  is  commonly 
known  as  the  Glucose  trust.  In  his  statement  about  their  domestic 
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and  foreign  business  in  cornstarch  we  find  this  (Hearings,  pp.  4240 , 
4241): 

Mr.  WALDEN.  I  have  been  manufacturing  these  goods  for  twenty-five  years.  We 
used  to  have  an  enormous  trade  in  the  United  Kingdom.  We  have,  by  patient  work 
and  a  large  expenditure  of  money,  developed  this  corn-products  industry  to  almost 
perfection  at  the  present  time,  but  we  still  find,  with  conditions  against  us,  that  we 
have  got  to  go  into  the  English  market  and  sell  our  products  there  at  a  loss  if  we  want 
to  sell  them  at  all.  We  have  patronage  there;  we  have  had  it  over  there  for  a  great 
many  years,  and  we  desire  to  retain  it.  Some  day  those  people  will  "buck  up." 

The  CHAIRMAN.  On  the  average,  how  much  less  did  you  sell  your  products  for  there 
in  the  year  1907? 

Mr.  WALDEN.  In  the  year  1907? 

The  CHAIRMAN.  Or  any  year  you  can  give? 

Mr.  WALDEN.  I  can  make  a  better  comparison  with  this  year  than  to  try  to  remem- 
ber, offhand,  the  figures  of  last  year.  They  sell  for  about  half  a  cent  to  60  cents  a 
hundred  less  in  the  English  market  than  in  this  market. 

The  CHAIRMAN.  And  what  is  your  price  per  hundred  in  this  country? 

Mr.  WALDEN.  To-day  the  price  is  $2.65  per  100  pounds  in  New  York. 

The  CHAIRMAN.  Have  you  sold  your  product  at  $2.05  in  England? 

Mr.  WALDEN.  Yes.  We  have  sold  it  better  than  that.  No — did  I  make  the  state- 
ment that  it  was  65  cents  a  hundred?  We  have  never  sold  at  anything  less  than  $2.15 
in  the  United  Kingdom.  My  subtraction  was  poor.  Our  price  to-day  on  the  market 
there  is  $2.25  a  hundred  pounds. 

Mr.  HILL.  And  $2.65  here? 

Mr.  WALDEN.  And  $2.65  here. 

V. — THE    OFFICIAL    REPORT    ON    THE    PETROLEUM    INDUSTRY. 


It  is  now  well  known  that  the  Dingley  tariff  act  of  1897  contains 
a  great  many  concealed  jobs,  or  "  jokers,"  as  they  are  now  popularly 
called,  whereby  duties  are  actually  imposed  through  the  effect  of  the 
language  used,  without  being  explicitly  and  openly  stated,  so  that 
they  are  carried  through  before  suspicion  is  aroused  or  knowledge 
spread.  The  McKinley  Act  of  1890  was  full  of  such  " jokers,"  but 
the  Dingley  Act  has  proven  to  be  probably  even  more  infested  with 
them,  and  now  the  Payne-Aldrich  bill  promises  to  surpass  all  prede- 
cessors in  this  bad  eminence.  This  taxation  by  stealth  and  chicanery 
has  come  to  be  a  fine  art  of  our  " protected"  tariff  makers. 

The  " protection"  for  oil  in  the  Dingley  Act  is  one  of  the  worst 
of  these  tariff  "jokers."  For  several  years  after  the  passage  of  the 
act  it  did  not  attract  attention,  and  the  Standard  Oil  Company  was 
frequently  spoken  of  as  the  one  great  trust  not  protected  by  the 
tariff.  In  1902,  however,  it  was  shown  that  while  "petroleum, 
crude  or  refined,"  was  in  paragraph  626  of  the  free  list,  a  proviso 
had  been  added  which  practically  made  petroleum  and  its  products 
dutiable  at-  very  high  rates.  This  proviso  stipulated  that  on  petro- 
leum and  its  products  "produced  in  any  foreign  country"  there 
should  be  collected,  when  such  goods  were  imported,  "a  duty  upon 
said  crude  petroleum  or  its  products  so  imported  equal  to  the  dutv 
imposed  by  such  country."  As  Russia  and  other  important  oil- 
producing  countries  levy  duties  on  kerosene  and  most  other  refined 
products  of  petroleum  averaging  about  100  per  cent,  it  follows  that 
the  Standard  Oil  Company  has  really  been  one  of  our  most  highly 
protected  trusts.  The  publications  of  the  Treasury  Department 
show  that  any  country  which  produces  petroleum  assesses  a  duty 
upon  the  Standard  Oil  products.  It  is  therefore  impossible  for  any- 
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one  to  import  into  the  United  States  any  petroleum,  crude  or  refined, 
without  paying  duty.  The  Treasury  Department  has  ruled  that 
the  rates  of  duty  to  be  assessed  are  not  those  levied  by  the  country 
from  which  the  refined  products  may  be  imported,  but  those  levied 
by  the  country  which  produced  the  petroleum  from  which  the  im- 
ported products  were  made,  as  in  fact  the  wording  of  the  proviso 
plainly  implies.  It  should  be  noted,  in  connection  with  this  pro- 
tection proviso,  which  has  cost  the  American  people  many  millions 
of  dollars,  that,  of  all  the  oils  mentioned  in  paragraph  626  of  the 
Dingley  free  list,  petroleum  alone  is  singled  out  for  this  extraor- 
dinary favor. 

THE  OIL  " JOKER"  EXPOSED  IN  1906. 

The  pamphlet  " Export  Prices  to  Date/'  by  Byron  W.  Holt,  pub- 
lished by  the  Tariff  Reform  Committee  in  October,  1906,  included  a 
clear  explanation  of  this  " protection"  given  to  Standard  Oil.  It 
also  pointed  out  that  the  trust  had  promptly  taken  advantage  of  its 
tariff  shelter  to  exact  much  higher  prices  from  the  American  con- 
sumers of  its  products  than  from  its  foreign  consumers.  In  proof  of 
this  comparative  wholesale  prices  of  kerosene  oil  for  export  and  domes- 
tic trade  were  quoted  from  the  Oil,  Paint  and  Drug  Reporter  of 
October  15,  1906,  showing  differences  ranging  from  37  to  60  per  cent 
in  favor  of  the  foreigners. 

THE    GOVERNMENT   REPORT    ON    THE    STANDARD    OIL    COMPANY. 

If  any  more  proof  were  needed  of  this  pro-foreign  discrimination 
by  the  Standard  Oil  Company,  it  was  amply  supplied  in  August.  1907, 
by  the  publication  of  the  second  part  of  the  "  Report  of  the  Commis- 
sioner of  Corporations  on  the  Petroleum  Industry."  This  is  the  offi- 
cial report  by  the  Department  of  Commerce  and  Labor,  of  which  the 
Bureau  of  Corporations  is  a  part,  of  the  result  of  investigations  by  the 
Roosevelt  administration  into  the  organization  and  business  methods 
of  the  Standard  Oil  Company.  It  is  a  comprehensive  and  valuable 
work,  and  shows  the  enormous  extent,  power,  and  profits  of  this  great 
business  organization.  The  second  part  deals  with  prices  and  profits, 
and  includes  detailed  comparisons  of  foreign  and  domestic  oil  prices, 
both  as  to  relative  movement  and  absolute  level,  together  with  an 
interesting  general  criticism  of  the  export  policy  of  the  Standard. 

THE    STANDARD   DICTATES    FOREIGN    PRICES    OF   AMERICAN    OIL. 

In  the  beginning  of  its  comparisons  of  foreign  and  domestic  prices, 
this  report  says  (Part  II,  p.  317): 

In  the  discussion  of  the  foreign  oil  trade  (Part  III)  it  will  be  made  clear  that  the 
prices  of  American  oil  in  the  chief  export  markets  have  been  dictated  by  the  Standard. 
During  1904  and  the  first  nine  months  of  1905  foreign  prices  of  American  oil  were 
depressed  to  an  unusually  low  level — a  level  much  below  that  in  the  domestic  market. 
While  this  reduction  of  foreign  prices  may  have  lowered  the  aggregate  profits  of  the 
Standard,  this  is  no  excuse  for  the  maintenance  of  exorbitant  prices  in  the  United 
States.  It  was  the  voluntary  policy  of  the  Standard  and  constituted  an  unfair  dis- 
crimination against  the  domestic  consumer. 
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EXORBITANT  DOMESTIC  PRICES. 

The  detailed  comparisons  of  prices  in  this  report,  summarized  in 
tables  and  diagrams,  cover  many  pages  and  can  only  be  briefly 
referred  to  here.  The  study  of  the  relative  movement  of  foreign 
and  domestic  prices  of  refined  illuminating  oil  shows  clearly  that 
"the  movement  of  prices  in  the  domestic  market,  at  least  since  1897, 
has  been  widely  different -from  the  movement  of  the  New  York  export 
price.  The  latter  does  not  begin  to  show  the  enormous  advance 
which  has  taken  place  in  the  domestic  trade." 

In  connection  with  the  comparisons  of  crude  oil  prices  at  the  wells 
and  for  export,  and  of  the  margins  between  the  prices  of  crude  and 
refined  both  at  home  and  abroad,  which  show  that  the  export  price  of 
crude  oil  was  forced  down  with  the  export  price  of  illuminating  oil, 
the  report  states  (p.  350) : 

This  comparison,  therefore,  emphasizes  the  point  that  if  the  relation  of  prices  in  the 
domestic  and  foreign  trade  a  few  years  ago  was  a  fair  relation  there  has  been  an  extraor- 
dinary'discrimination  against  the  American  consumer  in  the  past  three  or  four  years. 
The  Standard  Oil  Company  has  undertaken  to  maintain  its  predominant  position  in 
the  foreign  trade,  in  spite  of  new  competition,  by  extraordinary  reductions  in  prices, 
while  it  has  kept  up  its  aggregate  profits  by  exorbitant  prices  in  the  United  States. 

LOWER    PRICES    FOR    ILLUMINATING    OIL    IN    THE    PRINCIPAL    FOREIGN 

MARKETS. 

In  the  comparison  of  the  absolute  levels  of  foreign  and  domestic 
prices  of  illuminating  oil,  this  report  establishes  that  1  cent  per 
gallon  is  the  normal  differential  in  price  between  " standard  white" 
oil,  constituting  the  bulk  of  the  American  oil  sold  abroad,  and  ''water 
white,"  the  representative  article  in  the  United  States.  The  careful 
and  accurate  comparisons  by  which  this  is  established  have  removed 
the  difficulty  heretofore  met  with  in  comparing  export  prices  of  oil 
with  domestic.  The  principal  foreign  markets  for  American  oil  are 
Germany,  the  United  Kingdom,  Denmark,  and  the  oriental  countries. 
For  each  of  these  markets  the  report  presents  comparative  tables  of 
prices  per  gallon  for  each  month  in  the  year  from  1903  to  1905,  both 
inclusive,  with  the  prices  in  the  United  States,  the  transportation 
costs  in  the  United  States  and  both  transportation  and  duty  in  the 
foreign  market  having  been  deducted,  and  the  differential  of  1  cent 
for  variation  of  quality  having  been  deducted  from  the  figures  showing 
the  differences  in  price.  With  each  table  of  the  comparative  prices, 
brief  summaries  of  the  showings  are  given,  which  we  quote. 

For  Germany  (p.  372): 

This  table  shows  that  the  prices  of  oil  in  Germany  have  been  constantly  at  a  lower 
level  than  prices  in  the  United  States,  the  difference  (after  allowing  for  difference  in 
quality)  ranging  from  1.11  to  2.56  cents  and  averaging  2.02  cents  per  gallon.  The 
excess  in  the  United  States  price  was  particularly  great  from  November,  1903,  to 
August,  1905,  the  average  for  this  period  being  2.17  cents.  This  was  a  period  of  very 
sharp  competition  in  Germany.  The  records  of  the  Deutsch-Amerikanische  Petro- 
leum-Gesellschaft,  the  Standard's  leading  marketing  concern  there,  as  well  as  those 
of  independent  companies,  show  a  great  decline  or  an  absolute  disappearance  of  profits 
during  this  period,  as  will  be  shown  in  the  part  on  foreign  trade. 
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For  the  United  Kingdom  (pp.  373,  374): 

The  course  of  prices  in  this  foreign  market  is  fairly  representative  of  the  proportions 
of  the  differences  of  price  to  the  actual  prices,  and  the  table  is  here  given,  with  the 
comment  of  the  bureau : 

Comparison  of  average  prices  (less  transport  costs]  of  illuminating  oil  in  the   United 
Kingdom  and  in  the  United  States,  1903-1905,  by  months. 

[Cents  per  gallon.] 


1903. 

1904. 

1905. 

Month. 

United 
King- 
dom. 

United 
States. 

Margin 
lessl 
cent. 

United 
King- 
dom. 

United 
States. 

Margin 
less  1 
cent. 

United 
King- 
dom. 

United 
States. 

Margin 
lessl 
cent. 

January  

8.31 

11.2 

1.89 

10.11 

12.0 

0.89 

5.70 

9.8 

3.10 

February 

7.90 

11.2 

2.30 

10.15 

11.8 

.65 

5.62 

9.4 

2.78 

March 

7.86 

11.2 

2.34 

10.17 

11.4 

.23 

5.52 

9.3 

2.78 

April... 

7.78 

11.1 

2.32 

9.31 

11.2 

.89 

4.34 

9.1 

3.76 

May 

7.70 

10.9 

2.20 

9.27 

11.0 

.73 

4.46 

8.9 

3.44 

June 

7.69 

10.4 

1.71 

7.31 

10.8 

2.49 

4.53 

8.9 

3  37 

July...                

7.64 

10.3 

1.66 

6.79 

10.5 

2.71 

5.07 

8.9 

2.83 

August 

7.69 

10.3 

1.61 

6.65 

10.3 

2.65 

5.79 

8.9 

2.11 

September  

7.54 

10.2 

1.66 

6.34 

10.2 

2.86 

October                      

7.57 

10.9 

2.33 

6.28 

10.3 

3.02 

November 

9.67 

12.0 

1.33 

6.30 

10.3 

3.00 

December  

10.04 

12.1 

1.06 

6.18 

10.2 

3.02 

This  table  shows  that,  as  in  Germany,  the  prices  in  the  United  Kingdom  have 
throughout  the  period  from  January,  1903,  to  August,  1905,  been  lower  than  in  the 
United  States.  The  difference  (allowing  1  per  cent  for  difference  in  quality)  ranged 
from  about  one-fourth  cent  (March,  1904)  to  3f  cents  (April,  1905).  The  average  differ- 
ence between  the  prices  in  the  two  countries  for  the  entire  period  of  thirty-two  months 
was  2.18  cents  per  gallon.  From  June,  1904,  to  August,  1905,  the  average  was  2.93 
cents  per  gallon.  As  the  greatest  difference  between  the  prices  in  the  two  countries  was 
in  April,  1905,  when  the  price  of  oil  in  the  United  States  was  relatively  low,  it  is  evi- 
dent that  the  prices  must  then  have  been  extremely  low  in  the  United  Kingdom.  In 
fact,  if  the  estimated  marketing  costs,  about  2  cents  per  gallon,  be  deducted  from 
the  English  price  shown  for  April,  1905  (4.34  cents) — thus  reducing  it  to  an  ex-re- 
finery basis — it  would  become  less  than  2|  cents  per  gallon.  The  price  of  Pennsylva- 
nia crude  at  the  wells  in  that  month  was  3.16  cents  per  gallon — considerably  above 
the  net  English  price  of  standard  white  illuminating  oil. 

For  Denmark  (p.  374) : 

The  position  in  the  Danish  market  is  quite  similar  to  that  in  the  countries  previously 
examined,  namely,  very  much  lower  than  in  the  United  States.  The  average  margin 
for  the  entire  period  from  October,  1903,  to  August,  1905,  was  2.19  cents  per  gallon. 
In  November  and  December,  1904,  the  margin  was  more  than  3  cents  per  gallon  after 
allowing  for  difference  in  quality. 

For  oriental  countries  (pp.  375,  376) : 

The  excess  of  domestic  prices  over  prices  in  the  oriental  trade  for  the  period  pre- 
sented ranged  from  1.60  cents  per  gallon  to  3.91  cents  per  gallon  (allowing  1  cent  for 
difference  in  quality).  The  average  for  the  entire  period  is  2.85  cents,  which  is  greater 
than  for  any  of  the  European  markets  considered.  It  is  possible  that  there  is  enough 
difference  in  the  quality  of  the  oil  exported  to  the  Orient,  compared  with  that  used  in 
Europe,  to  warrant  the  assumption  that  the  allowance  for  difference  in  quality  between 
the  domestic  oil  and  the  foreign  should  be  1^  cents  instead  of  1  cent.  Even  if  this 
additional  half  cent  should  be  deducted  from  the  margins  computed  in  the  above  table, 
they  would  still  be  excessivelv  large,  and  show  that  a  great  discrimination  is  made 
against  the  American  consumer  in  the  price  of  illuminating  oil. 

And,  with  a  final  table  in  this  division  of  the  statistics  of  the 
report,  giving  the  "  excess  of  average  domestic  prices  of  illumin- 
ating oils  over  average  foreign  prices,  after  deducting  the  transport 
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costs  and  duties  and  allowing  1  cent  for  difference  in  quality  of  oil, 
1903-1905,  by  months/'  this  comment  is  made  (p.  377): 

This  table  shows  that  the  price  in  the  United  States  has  throughout  been  materially 
higher  than  in  these  foreign  countries,  and  especially  so  since  June,  1904.  Since  that 
time  in  all  the  markets  presented  above  the  margin  has  constantly  been  over  1.8  cents 
per  gallon,  has  often  ranged  as  high  as  3  cents  per  gallon,  and  has  averaged  from  about 
2£  cents  for  Germany  to  nearly  3  cents  for  the  British  and  oriental  markets,  after 
making  due  allowance  for  the  difference  in  the  quality  of  oils. 

LOWER   EXPORT    PRICES    FOR    LUBRICATING    OILS. 


Similar  careful  and  thorough  comparisons  were  made  of  the 
domestic  and  foreign  prices  of  lubricating  oils  produced  by  the 
Standard  Oil  Company  and  sold  in  the  principal  foreign  markets, 
which,  for  these  oils,  are  the  United  Kingdom,  Germany,  the  Nether- 
lands, and  Belgium.  As  to  these  comparisons,  which  are  given  in 
tables,  the  report  summarizes  thus  (pp.  397,  398) : 

It  is  evident,  therefore,  that  these  lubricating  oils  were  systematically  sold  at  lower 
prices  in  foreign  markets  than  in  the  domestic  market.  While  the  English  lubricating 
oil  prices  compared  above  included  a  large  enough  number  of  brands  to  make  it  fairly 
certain  that  they  represent  the  general  position  of  the  trade,  the  same  is  not  so  evident 
for  the  more  limited  number  of  brands  quoted  for  the  German  market  in  the  preceding 
table.  However,  it  is  said  by  parties  in  the  trade  that  these  are  important  brands  of 
the  Standard  in  those  markets,  and  it  is  probable  that  the  prices  for  other  brands  for 
which  the  Standard  does  not  have  such  a  large  trade  would  not  be  relatively  higher. 

The  markets  of  the  United  Kingdom,  Germany,  the  Netherlands,  and  Belgium,  in 
which  the  prices  of  lubricating  oil  have  thus  been  shown  to  be  lower  than  the  domestic 
prices,  represent  a  large  part  of  the  export  business  of  the  Standard  Oil  Company,  and 
hence  are  in  a  high  degree  typical  of  its  policy  in  selling  lubricating  oil  abroad. 
The  exports  of  lubricating  oil  to  these  countries  formed  59.6  per  cent  of  the  total  exports 
of  lubricating  oil  of  the  Standard  in  1904. 

OFFICIAL    CONDEMNATION    OF   ALL    EXCUSES. 

This  extensive  report  of  the  Bureau  of  Corporations  contains 
also,  following  the  detailed  comparisons  of  domestic  and  foreign 
oil  prices  referred  to  above,  an  interesting  chapter  of  general 
criticism  of  the  export  policy  of  the  Standard  Oil  Company.  The 
conclusion  of  this  chapter  thus  disposes  of  the  arguments  some- 
times put  forward  to  defend  the  practice  exposed  (pp.  427-431): 

The  policy  of  the  Standard  Oil  Company  in  charging  much  higher  prices  in  the 
domestic  than  in  the  foreign  trade  is  an  injustice  and  injury  to  the  American  con- 
sumer which  is  not  compensated  for  by  any  material  advantage  to  American  pro- 
ducers of  crude  oil  or  to  American  labor.  It  is  not  so  much  the  low  prices  in  foreign 
markets  as  the  exorbitant  prices  in  the  domestic  market  which  require  condemna- 
tion. Whether,  when  the  prices  abroad  stood  at  their  lowest  level  they  were  abso- 
lutely unprofitable — that  is,  whether  if  the  Standard  had  sold  all  of  its  oil  on  the 
basis  of  foreign  prices  it  would  have  lost  money — is  a  question  which  need  not  be 
definitely  answered.  It  is  probable  that  prices  in  some  of  the  foreign  markets  during 
part  of  the  time  from  1903  to  1905  were  absolutely  unprofitable.  This  furnishes, 
however,  no  excuse  for  the  great  advance  in  domestic  prices.  American  consumers  of 
petroleum  might,  for  the  sake  of  securing  and  retaining  markets  for  the  products  of 
American  industry,  be  willing  to  pay  prices  high  enough  to  enable  the  Standard 
temporarily  to  sell  oil  abroad  at  cost,  or  even  a  little  below  cost,  and  yet  make  a  mod- 
erate profit  on  its  combined  sales  in  both  foreign  and  domestic  markets.  American 
consumers  ought  not,  however,  to  be  expected  to  pay  prices  so  exorbitant  that,  when 
the  Standard  sells  half  of  its  products  abroad  with  little  or  no  profit,  or  even  with  a 
loss,  its  aggregate  profits  on  domestic  and  foreign  sales  combined  amount  to  60  per 
cent  a  year  on  its  capital  stock,  as  was  true  in  1904  and  1905.  (See  Chap.  XIII, 
Table  152.)  Some  difference  between  the  domestic  and  foreign  prices  might  be  tol- 
erated, but  such  enormous  differences  as  have  existed,  taken  in  conjunction  with 
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the  excessive  profits  of  the  Standard,  are  clearly  indefensible.  If  the  object  of  the 
Standard  has  been  merely  to  create  a  market  for  American  products,  it  could  have 
considerably  increased  the  consumption  in  the  United  States  by  reducing  prices  to 
a  reasonable  level. 

*  *  ***** 

The  argument  may  be  advanced  that  it  is  necessary  to  sell  the  lower  grade  of 
illuminating  oil  (standard  white)  abroad  at  whatever  price  may  be  imposed  by  for- 
eign competition,  because  of  the  impossibility  of  marketing  it  in  the  United  States. 
It  is  sometimes  argued  that  a  certain  part  of  the  illuminating  oil  derived  from  crude 
is  necessarily  inferior  in  quality  and  that  the  standard  of  consumption  in  this  country 
is  such  as  to  call  for  very  little  of  this  inferior  oil.  This  argument  is  not  well  founded. 
Not  only  is  there  a  very  considerable  demand  for  the  standard  and  prime  white  oil 
in  the  United  States,  but  it  if  were  offered  at  moderate  prices  this  demand  would 
unquestionably  be  greater.  Furthermore,  the  proportion  of  the  water-white  oil 
obtained  from  the  crude  can  be  considerably  increased  at  will,  at  the  expense  of  the 
standard  white.  This  argument,  moreover,  falls  to  the  ground  for  the  reason  which 
has  already  been  stated,  namely,  the  fact  that,  so  far  from  there  being  any  oversupply 
of  American  illuminating  oil  of  lower  grade  during  the  period  when  prices  were  most 
sharply  reduced  abroad,  the  Standard  supplemented  its  supply  of  American  standard - 
white  oil  for  foreign  markets  by  purchases  of  Russian  and  Roumanian  oil  of  a  similar 
grade. 

The  practice  of  selling  American  products  abroad  at  lower  prices  than  in  the  domestic 
market  is  sometimes  defended  as  a  temporary  expedient  when  there  is  a  falling  off 
in  the  home  consumption.  Under  these  conditions  the  practice  may  enable  the 
manufacturer  to  keep  his  works  in  operation  at  full  capacity,  preventing  hardship 
to  his  employees  and  derangement  of  the  industry  generally.  Such  a  temporary 
exportation  at  low  prices,  however,  is  entirely  different  from  the  situation  in  the 
petroleum  business,  where  from  the  beginning  of  the  industry  there  has  been  an 
enormous  export  trade.  American  illuminating  oil  is  indispensable  to  foreign  con- 
sumers. Moreover,  the  marked  reduction  of  prices  abroad  during  1903  to  1905  was 
not  attributable  to  any  decline  of  consumption  in  the  United  States. 

Again,  the  practice  of  selling  products  abroad  for  lower  prices  than  are  charged 
at  home  is  sometimes  defended  by  the  argument  that  the  increase  in  the  total  volume 
of  business  which  is  thus  made  possible  reduces  the  cost  of  manufacture  per  unit  so 
greatly  that  the  domestic  price,  though  higher  than  the  foreign  price,  may  yet  be 
lower  than  would  be  possible  in  the  absence  of-  the  export  trade.  This  argument, 
again,  has  no  application  to  the  petroleum  industry.  Particularly  from  1903  to  1905 
the  excess  in  the  domestic  price  of  illuminating  x>il,  as  compared  with  the  prices  in 
the  leading  foreign  markets,  was  much  greater  than  the  entire  cost  of  pipe-line  trans- 
portation and  refining.  It  is  obvious,  therefore,  that,  whatever  small  reduction  in 
the  cost  of  operation  may  have  been  attributable  to  the  existence  of  a  large  foreign 
trade,  the  domestic  consumer  got  no  advantage  from  that  reduction  in  cost. 
******* 

In  the  long  run  it  is  true  that  the  Standard  practically  makes  the  people  of  the 
United  States  very  largely  bear  the  cost  of  its  policy  of  domination  in  the  world's 
markets.  If  the  Standard,  by  means  of  its  superior  efficiency,  as  compared  with  its 
domestic  and  foreign  rivals,  kept  prices  everywhere  at  a  level  so  low  as  not  to  invite 
competition  and  thus  maintained  its  dominant  position,  there  would  be  no  call  for 
unfavorable  criticism.  The  fact  that,  in  spite  of  the  sacrifice  of  profits  in  particular 
competitive  areas,  whether  in  parts  of  the  United  States  or  in  foreign  markets,  the 
aggregate  profits  of  the  Standard  should  continue  to  be  so  enormous,  can  only  mean 
that  it  takes  advantage  of  the  monopoly  it  possesses  in  most  parts  of  the  United  States 
to  charge  highly  extortionate  prices  to  the  American  consumers. 

PUBLIC    OPINION    OVERWHELMS    THE    OIL 

The  public  exposure  of  the  " protection"  given  to  the  Standard 
Oil  Company  by  the  tariff,  and  the  burden  and  injustice  it  imposes 
on  the  American  people,  has  at  last  had  some  effect.  The  official 
statements  by  the  Bureau  of  Corporations  did  not  deter  the  Ways 
and  Means  Committee  from  attempting  to  continue  the  " protection" 
proviso  for  petroleum  and  its  products,  and  this  feature  was  a  part 
of  the  Payne  bill  as  reported  to  the  House  of  Representatives  on 
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March  18,  1909.  But  this  item  of  " protection"  was  now  well  under- 
stood, and  the  Members  of  the  House  rose  in  revolt  against  the  Payne- 
Cannon  organization  on  this  matter,  and,  notwithstanding  a  direct 
appeal  by  Speaker  Cannon  on  the  floor,  carried  an  amendment  lim- 
iting the  " protection"  to  1  per  cent,  whereupon  the  House  organiza- 
tion yielded  to  public  opinion  and  by  their  own  amendment  struck 
out  the  1  per  cent. 

VI. — PUBLIC  PROTESTS  ANJX* PRESS  COMMENTS. 

MANUFACTURERS    PROTEST    AGAINST    LOWER    EXPORT    PRICES. 

From  time  to  time,  as  knowledge  spread  of  the  system  of  favor- 
ing the  foreigner  in  the  prices  of  American  manufactures,  and  realiza- 
tion grew  of  the  great  injury  done  thereby  to  American  industry, 
commerce,  and  welfare,  and  the  inexcusable  and  insolent  wrong  of  it, 
protests  have  been  made  by  important  bodies  of  business  men  and 
others.  Some  of  these  protests  have  been  bold  and  unflinching, 
others  more  or  less  cautious  and  timid.  It  is  noticeable  that  manu- 
facturers and  business  men,  while  realizing  keenly  the  injury  and 
wrong,  have  generally  hesitated  to  denounce  it  openly.  This  is,  of 
course,  because  the  injury  is  an  important  matter  of  business  for  the 
trusts  and  "big  interests,"  and  they  have  also,  through  the  same 
special  privileges  by  which  they  can  inflict  this  injury,  the  power  to 
indirectly  oppress  and  perhaps  destroy  manufacturers  and  business 
men  who  may  protest  openly  against  it. 

A  certain  very  influential  organization  of  manufacturers  did,  how- 
ever, come  to  the  point  of  preparing  to  make  a  strong  public  protest 
in  1906.  The  fact  of  this  has  only  recently  become  known.  On 
April  10,  1906,  the  executive  committee  of  the  National  Association 
of  Agricultural  Implement  and  Vehicle  Manufacturers  authorized  by 
vote  a  special  committee  to  investigate  the  tariff  in  its  bearing  upon 
the  industries  represented  in  the  association.  Such  a  committee  was 
formed,  made  an  intelligent  investigation,  and  in  the  latter  part  of 
1906  made  a  report  to  the  executive  committee.  Each  of  the  mem- 
bers of  the  special  tariff  committee  was,  as  they  declared  in  their 
report,  aa  thorough  protectionist,  as  that  term  is  reasonably  defined." 
Yet  it  was  decided,  for  some  reason,  that  the  report  should  not  be 
published.  It  was  simply  read  to  the  members  of  the  association  in 
executive  session,  and  then  ordered  to  be  kept  forever  as  a  private 
matter. 

This  report,  however,  was  put  into  type,  and,  after  some  difficulty, 
a  copy  was  obtained  by  the  Tariff  Reform  Committee.  It  contains 
a  number  of  clear  statements  concerning  the  destructive  effect  of  the 
tariff  on  the  industries  under  consideration,  and,  as  to  the  matter  of 
lower  prices  to  the  foreigners  on  American  iron  and  steel  products, 
has  this  to  say: 

We  can  not  question  the  mass  of  evidence  before  us  to  the  effect  that  steel  has  for 
years  been  sold  to  foreign  users  at  25  to  30  per  cent  below  the  market  price  to  American 
purchasers,  and  as  one  concern  shipped  abroad  over  950,000  tons  last  year,  we  must 
believe  that  there  is  a  satisfactory  profit  to  the  producer  at  the  foreign  price.  We  have 
evidence  also  that  steel  products,  including  bolts,  saws,  etc.,  are  ofttimes  sold  abroad 
in  large  quantities  at  30  to  40  per  cent  below  the  prices  charged  us. 

In  this  respect  our  present  schedules  are  not  protective,  but  grossly  discriminative. 
They  make  the  wall  so  high  that  the  home  consumer  can  not  reach  over  it,  compelling 
him  to  pay  very  high  prices  to  a  few  producers,  while  he  sees  those  same  producers 
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go  through  the  wall  out  to  the  foreigner,  happy  in  making  to  that  foreigner  prices 
20  to  30  per  cent  less  on  great  quantities  of  merchandise  than  charged  the  home  con- 
sumer. And  our  congressional  Representatives  refuse  point  blank  to  meet  the  issue. 

And  the  great  injury  inflicted  on  their  industries  by  this  gross  dis- 
crimination is  indicated  by  this  paragraph: 

The  effect  of  the  present  prices  on  steel  is  seen  in  our  diminished  profits.  Costs 
have  greatly  advanced,  while  competition  has  prevented  a  proportional  increase  in 
sales  price.  Also  a  loss  of  foreign  trade  is  threatened.  One  of  our  largest  implement 
exporters  declares  he  sees  the  speedy  loss  of  all  his  foreign  business,  due  principally 
to  the  increased  cost  in  his  material.  A  far  greater  part  of  the  950,000  tons  of  steel 
exported  by  one  producer  at  low  prices  last  year  should  have  gone  abroad  in  plows 
and  other  finished  shapes,  to  the  various  countries,  rather  than  direct  from  the  rolls 
in  relatively  crude  form. 

THE    FARMERS    MAKE    A    STRONGER   PROTEST. 

It  remained  for  the  oldest  and  greatest  organization  of  the  farmers 
of  the  United  States,  in  national  council  assembled,  to  make  a  bold 
and  open  protest  against  the  abuse  which  manufacturers  apparently 
feared  to  attack,  and  to  point  out  the  plain,  common-sense  way  to 
stop  it.  The  National  Grange,  meeting  in  annual  session  in  Hart- 
ford, Conn.,  on  November  13,  1907,  adopted  and  spread  broadcast 
the  following  resolutions : 

Whereas  for  the  protection  of  our  American  manufacturers  it  has  been  deemed  neces- 
sary to  place  a  tariff  upon  various  articles  of  import,  and 

Whereas  the  tariff  upon  many  articles  has  resulted  in  the  building  up  of  gigantic 
monopolies,  by  stifling  foreign  competition  and  enabling  large  American  manufactur- 
ers to  sell  their  goods  cheaper  in  foreign  countries  than  at  home,  at  the  expense  of 
American  agriculture  and  many  less  industries,  therefore,  be  it 

Resolved  by  the  National  Grange,  in  Hartford,  Connecticut,  assembled,  November  13, 
1907,  That  we  believe  that  the  general  welfare  of  the  country  demands  an  exhaustive 
and  thorough  tariff  revision,  and  that  the  tariff  be  removed  from  every  article  that  is 
being  sold  in  foreign  markets  cheaper  than  at  home. 

Resolved,  That  we  urge  upon  the  members  of  the  Grange  throughout  the  United 
States  to  take  speedy  action  and  to  use  every  influence  at  their  command  to  secure 
the  carrying  out  of  the  sentiments  of  these  resolutions. 

NEWSPAPER    NOTES    OF    LOWER   EXPORT    PRICES. 

During  the  past  year  there  have  been  frequent  references  in 
the  newspapers  and  other  publications  to  the  practice  of  selling 
American  goods  cheaper  abroad  and  to  specific  instances  of  the 
practice.  In  the  daily  newspapers  of  the  great  cities  the  particular 
cases  mentioned  have,  for  the  most  part,  been  treated  as  common- 
places of  information  in  business  and  financial  circles,  as  they  were, 
and  referred  to  as  merely  incident  to  the  consideration  of  other  mat- 
ters, with  general  public  acceptance  of  these  facts  as  quite  the  regu- 
lar thing. 

STEEL    RAILS. 

For  example,  in  the  New  York  American  of  April  9,  1908,  their 
leading  financial  reporter,  in  the  leading  article  on  the  financial  page, 
discussing  stocks,  said : 

W7hile  the  foreign  market  abroad  showed  no  important  gains  at  the  close,  heavy 
buying  of  Canadian  Pacific  was  done  in  the  New  York  market  in  the  last  hour,  putting 
it  to  a  new  high  level  of  157.  The  investing  public  is  beginning  to  realize  that  the 
Canadian  Pacific  is  not  only  the  shortest  line  between  New  York  and  Boston  and 
the  Pacific  Ocean,  but  that  it  pays  only  $22  a  ton  for  the  same  steel  rails  that  cost 
American  railroads  $28. 
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A  similar  reference  to  the  superior  advantages  of  foreign  railroads 
in  buying  American  rails  was  made  by  the  New  York  World  on 
August  17,  1908,  by  mentioning,  in  an  editorial  entitled  "One  trust 
that  does  as  it  pleases,"  a  certain  comparatively  recent  and  large 
transaction  in  steel  rails  which  was  a  matter  of  common  knowledge 
in  railroad  circles.  This  editorial  said: 

The  sale  of  28,000  tons  of  steel  rails  at  $20  a  ton  to  a  Harriman  railroad  in  Mexico 
is  a  timely  illustration  of  how  the  Dingley  tariff  works.  In  the  home  market  the  price 
of  steel  rails  is  still  being  maintained  at  $28.  Railroads  which  need  material  must 
come  to  that  figure  or  withhold  their  orders  until  business  looks  up. 

OTHER    STEEL   PRODUCTS. 

Incidental  references  to  prices  for  exrjort  as  lower  than  the  domestic 
prices,  particularly  with  reference  to  iron  and  steel  products,  have 
also  been  noticed  from  time  to  time  in  the  New  York  Journal  of 
Commerce,  the  leading  commercial  newspaper  of  the  country.  In 
the  issue  of  April  23,  1908,  among  the  news  of  the  steel  trade,  in 
referring  to  the  increasing  competition  in  the  international  markets, 
there  occurs  this  paragraph: 

The  United  States  Steel  Corporation  and  other  consolidated  interests  are  not  likely 
to  receive  much  support,  through  export  channels,  to  their  policy  of  maintaining  high 
prices  to  domestic  consumers  by  offering  at  lower  prices  to  foreign  consumers.  Ap- 
parently to  stimulate  business  lower  prices  will  have  to  be  made  for  export  as  well  as 
for  domestic  shipments. 

Again,  on  May  16,  1908,  the  Journal  of  Commerce,  in  its  regular 
report  of  the  steel  market,  said: 

One  interesting  report  is  that  small  lots  of  plates  for  export  have  been  sold  close  to 
1.50  cents  delivered  New  York,  or  on  the  basis  of  about  1.40  cents  at  the  mills  at  the 
Central  West.  This  is  a  reduction  of  about  $4  per  ton  from  the  domestic  prices  held  by 
the  combination.  It  is  understood  that  most  of  the  export  business  has  gone  to  the 
United  States  Steel  Corporation. 

On  February  20,  1909,  in  reporting  the  announcement  made  the 
day  before  by  Chairman  E.  H.  Gary,  of  the  board  of  directors  of  the 
Steel  Corporation,  of  a  sweeping  reduction  in  the  domestic  prices  of 
most  of  their  products,  the  Journal  of  Commerce  said : 

Although  reports  from  Pittsburg  have  announced  that  no  cuts  were  being  made  in 
merchant  pipe  and  tubes,  it  is  known  here  that  prices  have  been  made  for  export  $10 
to  $12  per  ton  lower  than  the  official  price  of  the  National  Tube  Company.  This 
latter  company  has  now  recognized  the  lower  prices  made  by  independents  by  meet- 
ing the  independent  export  price  for  domestic  consumption. 

The  Philadelphia  Record  of  November  7,  1908,  said: 

About  one-tenth  of  the  steel-rail  production  of  the  United  States  is  exported  and 
sold  in  competition  with  English  and  German  rails  for  the  price  obtainable  in  outside 
markets  from  $6  to  $8  per  ton  less  than  the  fixed  price  obtained  in  the  home  market. 
The  railroads  of  the  United  States  are  obliged  to  pay  about  $28,000,000  per  annum  to 
the  Steel  trust  in  excess  of  the  prices  at  which  rails  are  sold  to  foreign  buyers.  Like 
tribute  is  exacted  on  structural  steel  used  by  the  railroads  for  bridges,  cars,  locomotives, 
and  other  necessaries  of  iron  and  steel  construction.  The  sum  total  of  tribute  paid 
by  the  railways  to  the  Steel  trust  every  year  is  not  less  than  $45,000,000.  This  yearly 
tax  is  necessarily  added  to  the  cost  of  railway  service.  It  thus  cuts  down  the  incomes 
of  the  mass  to  increase  the  unearned  dividends  of  the  trust. 

There  is  no  sound  reason  why  the  Steel  trust  should  not  be  compelled  to  sell  iron 
and  steel  products  to  consumers  in  the  home  market  as  cheaply  as  it  sells  to  foreign 
consumers.  If  $45,000,000  can  be  saved  by  cutting  away  tariff  premiums,  it  will  not 
be  necessary  to  reduce  the  wages  of  labor  or  to  raise  the  rates  of  freight  in  order  to 
make  ends  meet. 
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A  PERSONAL  EXPERIENCE  IN  SELLING  HARVESTING  MACHINERY. 

An  interesting  and  representative  story  of  personal  experience 
in  selling  American  goods  abroad  at  cheaper  than  domestic  prices 
is  given  in  The  Commoner,  of  Lincoln,  Nebr.,  in  the  issue  of  April  16, 
1909,  by  Olof  Larsen,  a  hardware  dealer  of  Lynden,  Kans.  In  the 
course  of  a  letter  to  The  Commoner,  Mr.  Larsen  says: 

The -writer  has  spent  several  years  in  the  employ  of  the  International  Harvester 
trust,  the  last  four  years  of  which  I  spent  having  charge  of  a  large  territory  for  them 
in  northern  Europe,  quitting  their  employ  about  seventeen  months  ago;  am  now 
engaged  in  the  hardware  and  implement  business  here.  During  my  trips  to  Europe 
I  sold  to  European  dealers  harvesting  machinery  f.  o.  b.  cars  at  Chicago  as  follows: 
Binders  $33,  mowers  $12,  hay  rakes  $5,  and  reapers  for  $15  less  than  they  are  sold  to 
American  dealers,  besides  selling  the  European  trade  a  special,  stronger  made  and 
more  durable  machine  than  domestic  types,  in  order  to  handle  the  heavy  crops  raised 
over  there  and  compete  with  the  substantially  built  European  machines.  Here  the 
trust  is  free  from  any  such  competition,  as  our  tariff  imposes  a  prohibitive  duty  on 
machinery,  namely  $85  on  a  self-binder.  All  other  American  manufactured  articles 
are  sold  abroad  at  about  the  same  ratio;  for  instance,  a  certain  Waltham  watch  move- 
ment which  costs  here  $18.50  is  sold  all  over  Europe  for  $12,  and  I  might  go  on  and 
mention  hundreds  of  articles.  The  fact  is  that  we  can  manufacture  goods  cheaper 
here  in  the  United  States  than  they  can  in  Europe  in  a  great  many  instances. 

THE    UNANSWERABLE    PROOF    AROUSES    THE    PEOPLE. 

The  many  official  and  authoritative  admissions  and  statements 
cited  and  referred  to  above,  in  official  reports,  congressional  hear- 
ings, newspapers,  and  elsewhere,  with  other  evidences  which  there 
is  not  space  to  refer  to  here,  are  entirely  convincing  and  unanswer- 
able, and,  as  we  have  noted,  there  is  no  longer  denial  in  the  authorita- 
tive protectionist  declarations  of  the  generality,  if  not  universality,  of 
the  custom  or  practice  of  selling  American  goods  cheaper  abroad 
than  at  home.  The  whole  matter  has  thus  been  thoroughly  demon- 
strated and  has  become  notorious  throughout  the  country,  and 
has  no  doubt  been  the  strongest  factor  in  arousing  the  determined 
public  protest  now  so  much  in  evidence  against  granting  higher  or 
further  extreme  il protection"  privileges  to  the  already  too  much 
favored  interests  which  have  carried  on  the  practice.  These  inter- 
ests, however,  recognize  clearly  the  effect  on  the  public  mind  of  the 
knowledge  of  the  facts,  and  hence  keep  the  facts  of  export  sales  con- 
cealed as  much  as  possible,  and,  when  facts  do  come  out,  they  seek 
to  belittle  them  as  much  as  they  can  and  to  confuse  the  meaning  and 
weaken  the  effect  by  sophistical  arguments  and  paltry  excuses. 

As  the  knowledge  of  the  facts  spreads,  however,  the  common  sense 
of  the  people  responds,  and  no  excuses  have  been  or  can  be  given  to 
them  which  avail  to  lessen  their  resentment.  The  situation  is  very 
well  expressed  in  "The  Passing  of  the  Tariff,"  by  Raymond  L. 
Bridgman,  in  his  chapter  on  this  subject,  entitled  " Countrymen 
sacrificed  for  foreigners"  (pp.  53,  54): 

This  is  a  maddening  proposition  to  the  people  of  the  United  States.  What  makes 
the  case  worse  is  that  the  practice  of  underselling  to  foreigners  is  concealed  as  far  as 
possible.  When  the  fact  of  such  sale  is  established,  the  proof  is  resisted  in  every  way. 
When  the  fact  must  be  finally  conceded,  then  the  excuse  is  offered  that  the  policy  of 
foreign  underselling  is  the  only  one  possible  whereby  business  can  be  done  at  home. 
It  is  only  the  excess,  it  is  excusingly  said,  which  is  sold  abroad;  if  it  were  not  for  the 
profit  made  on  that  the  factory  would  have  to  close  and  then  the  United  States  people 
would  be  at  the  mercy  of  the  monopolistic  foreign  manufacturer.  But  still  the  public 
can  not  see  why,  as  a  matter  of  mathematics,  the  expense  of  putting  the  goods  on  the 
retail  counter  can  not  be  made  everywhere  uniform,  with  due  regard  to  cost  of  trans- 
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portation  and  other  necessary  charges,  and  no  discrimination  be  made  against  those 
who  are  nearest  and  are  taxed  for  the  benefit  of  those  who  are  remote  and  are  untaxed. 
On  the  face  of  it,  the  explanation  does  not  explain.  The  public  replies:  "  Your  total 
outlay  is  so  much.  To  cover  that,  plus  a  fair  dividend,  your  income  must  be  so  much. 
A  uniform  retail  price,  at  such  a  figure,  will  yield  that  income.  Why  is  not  that 
retail  price  uniform?" 

VII.  EVIDENCE  FROM  THE  BUSINESS  WORLD. 

THE    EXPORT   BUSINESS   OF   THE   BIG   TRtfSTS    NOW   BETTER    ORGANIZED 
AND    PRICES    MORE    CAREFULLY    CONCEALED. 

Roughly,  coincident  with  the  growth  of  appreciation  of  the  bless- 
ings of  silence  as  to  export  prices,  by  the  great  industrial  interests, 
has  been  the  development  of  the  organization  and  systemization  of 
their  export  business;  and  the  more  perfect  the  organization  the 
more  complete  the  silence  as  to  the  exact  amount  of  the  substantial 
favors  being  handed  out  to  foreigners  in  price  concessions,  rebates,  or 
otherwise.  System,  subtraction,  and  secrecy  are  the  order  of  the 
day  for  the  export  business  of  the  big  trusts. 

Having  gathered  so  many  manufacturing  concerns  into  one  great 
dominating  organization  in  the  home  market,  the  big  trust  can  and 
does  organize  into  one  department  all  the  export  business  of  all  the 
concerns  under  its  control,  and  this  export  department  then  sends 
its  own  special  and  well-trained  agents  out  into  the  foreign  markets 
all  over  the  world,  where  these  agents  live  and  seek  and  secure  busi- 
ness for  the  big  master  trust  at  home.  In  this  way  the  big  trust 
does  all  its  export  business  directly  through  its  own  agents  with  the 
foreign  consumers,  making  its  quotations  to  the  agents,  and  attending 
to  all  the  details  of  the  shipments,  and  no  longer  making  use  of  the 
export  commission  houses  which  formerly  to  a  great  extent  obtained 
and  handled  this  export  business  for  a  small  percentage.  With  the 
more  perfect  organization  for  export  of  the  great  manufacturing 
companies,  the  export  commission  houses  and  agencies  are  becoming 
fewer.  Several  concerns  which  formerly  did  a  large  business  of  this 
kind  in  New  York  have  closed  their  doors  during  the  past  few  years, 
crowded  out  by  the  great  trusts  just  as  truly  as  many  domestic 
manufacturers  have  been. 

Naturally,  the  greatest  of  the  trusts  has  the  greatest  of  the  trust 
export  organizations.  The  United  States  Steel  Corporation  has  been 
the  leader  and  master  in  this,  as  in  the  domestic  field,  and  some  years 
ago  organized  all  the  foreign  business  of  all  its  branches,  divisions, 
and  subsidiary  companies,  and  centered  it  in  one  great  department, 
which  is  a  corporation  in  itself,  called  the  United  States  Steel  Products 
Export  Company.  Its  principal  offices  are  in  the  great  Hudson 
Terminal  Building,  in  New  York  City,  and  its  active  agents  are  all 
over  the  world  where  steel  business  can  be  obtained.  The  capable 
head  of  this  department  is  the  man  who,  beginning  before  the  forma- 
tion of  the  steel  trust,  had  built  up  to  great  proportions  the  export 
business  of  the  American  Steel  and  Wire  Company.  He  and  his 
assistants,  knowing  exactly  the  tonnage  of  all  the  trust's  products 
available  for  export  and  the  conditions  of  demand  and  competition  in 
the  foreign  field,  fix  the  export  prices  and  quote  them  to  their  agents 
or  the  foreign  consumers.  These  prices  are  almost  always  "c.  i.  f.;" 
that  is,  with  cost,  insurance,  and  freight  included  in  the  price  figure. 

S.  Doc.  54,  61-1 4 
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In  this  way  the  trust  practically  controls  the  route  of  shipment,  and 
it  also  follows  that,  if  by  any  unusual  accident  the  quotation  should 
leak  out,  the  real  export  price  at  the  mill  or  f.  o.  b.  New  York  or  the 
port  of  shipment  can  not  be  known  unless  the  amount  of  the  allow- 
ance for  "c.  i.  f."  is  known  and  deducted.  For  anyone  getting  or 
knowing  the  quotations  it  is  not  easy  to  get  the  "c.  i.  f."  figures.  The 
practical  result  of  this  feature,  with  the  partial  elimination  of  the 
export  broker  or  merchant,  is  that  it  is  more  difficult  than  ever  before 
to  discover  the  exact  export  prices  of  the  Steel  trust,  and  similarly  so, 
if  in  less  degree,  with  those  of  other  makers  of  steel  products  and  other 
lines  of  goods. 

THE    STEEL   TRUST    AND    ITS    "  COMPETITORS." 

Prior  to  the  complete  assumption  of  all  the  export  business  of  the 
constituent  and  subsidiary  companies  of  the  Steel  trust  by  the  United 
States  Steel  Products  Export  Company,  the  constituent  companies 
made  quotations  for  export  trade  direct  to  the  foreign  buyers,  and 
these  quotations  not  infrequently  became  known  to  others,  in  one 
way  or  another.  It  became  the  practice  to  put  the  special  export 
concession  in  the  form  of  a  rebate  to  be  allowed  only  on  the  receipt 
by  the  steel  company  of  proof  of  actual  exportation,  so  that  by  no 
indirection  could  the  advantage  of  the  low  price  for  the  foreigner  be 
diverted  to  some  industry  in  the  United  States.  A  good  illustration 
of  this  sort  of  quotation  is  the  one  made  by  a  letter  the  Illinois  Steel 
Company  sent  to  a  railroad  in  Mexico  in  1904,  and  here  published 
for  the  first  time: 

OFFICE  OF  SALES  DEPARTMENT  ILLINOIS  STEEL  COMPANY, 

"  The  Rookery,"  Chicago,  III.,  March  17,  1904. 

DEAR  SIR:  Replying  to  your  favor  of  the  5th  instant,  and  referring  to  subsequent 
correspondence  in  relation  to  1,000  to  1,500  tons  of  American  Society  65  or  70  pound 
rails  and  accessories,  we  are  pleased  to  submit  the  following  prices: 

First-quality  rails per  gross  ton. .  $34.  70 

Second-quality  rails do 33.  70 

Angle  bars r per  100  pounds. .  1.  50 

Bolts  with  square  nuts do ....  2.  55 

Bolts  with  hex.  nuts do 2.  70 

Spikes do..  1.90 

all  f.  o.  b.  cars  Laredo,  Tex.  These  prices  contemplate  furnishing  either  30  or  33 
inch  length  with  10  per  cent  of  shorts  and  5  per  cent  of  seconds,  and  we  would  rebate 
the  price  of  first-quality  rails  to  $26.75  per  gross  ton  and  of  the  second-quality  rails 
to  $25.75  per  gross  ton  delivered  as  above,  upon  receipt  of  evidence  that  the  material 
has  been  shipped  into  Mexico.  We  could  arrange  for  shipment  about  September  1, 
as  per  your  message  of  the  5th  instant. 

Trusting  you  may  be  able  to  favor  us  with  your  order,  we  remain, 
Yours,  truly, 

GEORGE  BAKER, 
General  Manager  of  Sales. 
Mr.  C.  JACKSON, 

President  Ferro-Carril  de  Tamaulipas,  Nuevo  Laredo,  Mexico. 

The  same  Mexican  railroad  also  asked  for  prices,  at  the  same  time, 
from  one  of  the  largest  steel  companies  outside  of  the  trust,  and 
received  in  reply  the  following  letter,  naming  very  nearly  the  same 
prices  and  the  same  rebate  on  proof  of  exportation,  a  coincidence  not 
without  significance. 
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[The  Pennsylvania  Steel  Company,  office  of  general  manager  of  sales.    Works  at  Steelton,  Pa.    Mary- 
land Steel  Company,  Sparrows  Point,  Md.] 

PHILADELPHIA,  PA.,  April  14,  1904. 

DEAR  SIR:  Tee  rails.  Answering  your  letters  of  March  5  and  March  15,  we  have 
already  written  you  in  reply  to  these  letters,  addressing  same  to  point  noted  on 
your  letter  head,  "Nuevo  Laredo,  Mexico,"  and  these  letters  have  been  returned  to 
us  undelivered. 

We  therefore  address  you  at  Laredo,  Tex.,  and  trust  this  letter  will  reach  you 
without  delay. 

We  will  be  pleased  to  furnish  you  1,000  to  FJ500  tons  65  or  70  pound  A.  S.  0.  E. 
section  tee  rails,  30-foot  lengths,  usual  10  per  cent  shorter  lengths,  first  quality  $34.02 
per  gross  ton,  with  5  per  cent  second  quality  rails  at  $33.02  per  gross  ton;  necessary 
angle  splice  plates  $1 .65  per  100  pounds.  All  I .  o.  b.  cash  our  mills,  with  freight  allowed 
to  Laredo,  Tex.,  and  upon  final  delivery  of  these  rails  into  Mexico,  in  bond,  we  will 
rebate  our  within  prices  for  rails  to  $26.75  per  gross  ton  second  quality;  all  other 
conditions  are  noted  herein. 

If  favored  with  your  order,  we  will  give  same  prompt  and  careful  attention,  ship- 
ping promptly  thereafter  as  vessels  are  available  to  carry  same.     Terms  of  payment 
to  be  satisfactory  to  our  treasurer.     The  within  for  prompt  acceptance. 
Thanking  you  for  your  inquiry,  and  hoping  to  be  favored  with  your  order, 
Yours,  truly, 

H.  F.  MARTIN, 
General  Manager  of  Sales. 
Mr.  C.  JACKSON, 

President  Ferro-Carril  de  Tamaulipas,  Laredo,  Tex. 

The  freight  from  the  mills  of  the  Pennsylvania  Company  to  Laredo, 
Tex.,  was  about  $7  per  ton,  and  from  the  mills  of  the  Illinois  Steel 
Company  about  $8  per  ton,  so  that  the  price  difference  at  the  mill 
by  the  Pennsylvania  Steel  Company  in  favor  of  the  export  trade  was 
$6.27  per  ton,  or  about  32  per  cent  of  the  export  price,  while  the  cor- 
responding price  difference  by  the  Illinois  Steel  Company  was  $7.95 
per  ton,  or  44  per  cent  of  the  export  price. 

This  whole  transaction  is  one  of  especial  interest  and  is  worth 
following  to  its  conclusion.  This  Mexican  railroad,  the  Ferro-Carril 
de  Tamaulipas,  went  further  and  obtained  quotations  from  practi- 
cally all  of  the  other  steel  companies  making  the  kind  of  rails  needed. 
These  quotations  gave  similar  figures  and  rebates.  Finally,  1,650 
tons  were  purchased  from  and  shipped  by  the  United  States  Steel 
Products  Export  Company,  at  $26  per  ton  c.  i.  f.  Nuevo  Laredo, 
Mexico.  It  cost  the  Steel  trust  more  to  ship  them  there  than  to 
Laredo,  Tex.,  which  is  on  the  Texas  side  of  the  Rio  Grande  River,  as 
there  were  bridge  charges  to  pay  into  Mexico.  After  the  rails  arrived 
at  Nuevo  Laredo,  Mexico,  they  were  offered  for  sale  at  cost  to  the 
Rio  Grande  and  Eagle  Pass  Railway  Company.  The  offer  was 
accepted  and  the  rails  were  at  once  hauled  back  in  a  train  of  sixty-four 
cars  to  Laredo,  Tex.  Here  the  United  States  collector  of  customs 
tried  to  collect  duty  on  the  rails,  but  was  obliged  to  let  them  through 
by  instructions  from  Washington.  Since  this  transaction  the  steel 
companies  have  required  stricter  evidences  of  exportation  before 
allowing  the  export  rebates — something  to  indicate  that  the  exports 
will  stay  exported. 

OTHER    EXPORT   TRANSACTIONS    IN    STEEL. 

Other  evidences  of  rebates  for  export,  like  that  for  the  Mexican 
railroad  above  mentioned,  have  become  known  from  time  to  time. 
For  example,  in  July,  1908,  the  Carnegie  Steel  Company,  the  most 
important  factor  of  the  Steel  trust,  in  making  a  quotation  on  steel 
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plates  for  export  to  South  America,  stated  explicitly  in  their  letter 
that  they  would  rebate  from  the  price  quoted  $4.60  per  ton  on 
receiving  evidences  of  exportation.  The  price  quoted  was  the  cur- 
rent domestic  price,  $1.60  per  100  pounds,  or  $32  per  ton.  This  was 
a  discrimination  in  favor  of  the  foreign  consumer  of  over  14  per  cent 
of  the  export  price. 

In  January,  1909,  the  United  States  Steel  Products  Export  Com- 
pany made  a  quotation  on  a  small  lot  of  Bessemer  standard  steel  rails 
for  the  West  Indies.  Their  price  was  $29.40  per  long  ton,  delivered. 
In  this  price  a  differential  of  $2  per  ton  is  included  on  account  of  the 
small  tonnage  of  the  order,  so  that  the  price  is  equivalent  to  $27.40 
for  an  order  of  ordinary  size.  The  freight  charges  were  $1.55  per 
ton.  The  export  price,  therefore,  was  equivalent  to  $25.85  along- 
side on  the  dock  in  New  York.  At  the  same  time  the  domestic  price 
alongside  in  New  York  was  $28  per  ton.  Here  was  a  discrimination 
in  favor  of  the  foreigner  of  $2.15  per  ton,  or  a  little  less  than  9  per 
cent  of  the  export  price. 

At  about  the  same  time,  in  January,  1909,  the  same  concern,  the 
export  department  of  the  Steel  trust,  quoted  on  a  considerable 
quantity  of  open-hearth  standard  steel  rails  for  export  to  China. 
The  price  was  $34.20  per  long  ton,  delivered.  The  freight  charges 
to  the  port  in  question  were  $5.60  per  ton.  The  price  was  therefore 
equivalent  to  $28.60  on  the  New  York  dock.  At  the  same  time  the 
domestic  price  at  the  mill  was  $31  and  the  freight  to  the  New  York 
dock  85  cents,  so  that  the  corresponding  domestic  price  was  $31.85 
on  the  dock.  Here  was  a  discrimination  in  favor  of  the  foreigner  of 
$3.25  per  ton,  or  over  11  per  cent  of  the  export  price. 

Similarly,  as  to  wire  nails,  the  Steel  trust  quoted  for  export  to 
China,  very  early  in  1909,  $1.90  per  100  pounds  on  the  New  York 
dock.  At  the  same  time  the  price  at  the  mill  in  Pittsburg  was  $1.95 
and  the  freight  to  the  New  York  dock  18  cents,  making  the  total 
domestic  price  on  the  dock  $2.13.  The  advantage  to  the  foreigner 
here  was  23  cents  per  100  pounds,  or  about  12  per  cent  of  the  export 
price.  It  appears  that  in  the  first  few  months  of  1909  the  discrimina- 
tions in  favor  of  the  Chinese  consumers  of  this  article  averaged  about 
20  cents  per  100  pounds  right  along. 

And  as  to  cut  nails  the  situation  was  practically  the  same,  but  a 
little  less  in  degree.  In  January,  1909,  cut  nails  were  being  quoted 
by  the  trust  for  export  to  China  at  $1.85  per  100  pounds,  in  carload 
lots  alongside  on  the  New  York  dock.  At  the  same  time  the  domestic 
price  at  the  mill  in  Pittsburg  in  carload  lots  was  $1.80  and  the 
freight  to  the  dock  18  cents,  or  a  total  domestic  price  on  the  dock  of 
$1.98,  as  against  $1.85  at  the  same  place  for  export.  This  is  a  dif- 
ference of  13  cents  per  100  pounds,  or  a  little  over  7  per  cent. 

Facts  as  to  prices  of  exportations  by  other  large  business  concerns 
become  known  in  business  circles  and  beyond  from  time  to  time. 
No  matter  how  much  discrimination  in  favor  of  the  foreigner  these 
export  prices  may  show,  the  figures  do  not  occasion  any  special  com- 
ment in  business  circles.  Such  a  matter  is  the  usual  thing.  It  is 
known  that  in  March,  1909,  flat-head  bright  wood  screws  were  being 
exported  by  the  American  Screw  Company  at  about  10  per  cent 
lower  than  the  domestic  price.  At  about  the  same  time  condensed 
milk  was  being  exported  by  Borden's  Condensed  Milk  Company  at 
prices  almost  10  per  cent  lower  than  the  domestic  prices;  and  mallea- 


PKOTECTION'S  FAVORS  TO  FOREIGNERS.  53 

ble  fittings  from  the  John  Simmons  Company  at  the  same  lower 
margin.  Likewise,  safes,  from  the  Hall  Safe  Company  were  going 
abroad*  at  a  margin  of  about  10  per  cent  under  domestic  prices.  The 
same  was  true  of  machine  bolts  from  the  Union  Bolt  and  Nut  Com- 
pany. The  Amsterdam  Broom  Company,  however,  was  sending 
Columbia  No.  6  brooms  abroad  at  $2.25  per  dozen,  while  the  domestic 
price  was  $3,  a  difference  of  over  33  per  cent  on  the  export  price 
against  the  American  consumer.  The  National  Sewing  Machine 
Company  was  sending  out  foot  machines  at  $22,  for  which  the  Ameri- 
can consumer  was  paying  $26.50,  a  difference  of  over  20  per  cent. 
And  the  Underwood  Typewriter  Company  was  sending  abroad  their 
standard  typewriter  at  $74.25,  for  which  the  American  buyer  was 
paying  $90,  a  difference  in  favor  of  the  foreigner  of  21  per  cent  on 
the  export  price. 

It  is  said  by  experts  in  the  trade  that  the  United  States  Steel  Prod- 
ucts Export  Company,  in  the  course  of  organizing  all  the  export 
business  of  all  the  parts  and  branches  of  the  Steel  trust  into  one 
great  system,  has  also  managed  to  bring  about  a  harmonious  under- 
standing and  effective  business  relationship  with  the  Stahlwerks- 
Verband  Aktiengesellschaft,  the  great  steel  syndicate  of  Germany, 
whereby  these  two  great  steel  making  giants,  the  American  and  the 
German,  do  not  now  compete  against  each  other  too  recklessly  for 
the  foreign  markets  of  the  world,  but  rather,  like  a  noble  pair  of 
brothers,  peacefully  agree  on  a  number  of  the  foreign  markets  as 
most  properly  within  the  ' '  sphere  of  influence  "  of  one  or  the  other  of 
the  pair,  and  make  their  quotations  accordingly,  thus  adding  to 
profits.  This,  if  true,  would  seem  to  go  far  toward  explaining  the 
smaller  concessions  by  the  American  trust  for  recent  exports  to  China. 


The  quotations  on  steel  rails,  made  in  1904  by  letters  from  the 
Illinois  Steel  Company  and  the  Pennsylvania  Steel  Company  to  Mr. 
C.  Jackson,  president  of  the  Ferro-Carril  de  Tamauhpas,  Nuevo 
Laredo,  Mexico,  and  which  have  been  quoted  in  full  above,  were  put 
to  good  use  by  Mr.  Charles  B.  Wright,  of  Philadelphia,  Pa.,  the 
president  of  the  Rio  Grande  and  Eagle  Pass  Railway  Company, 
which  acquired  the  rails.  Mr.  Wright  was  aroused  by  this  plain 
^  evidence  of  rebates  by  the  Steel  trust  and  other  steel  companies,  con- 
stituting a  bonus  to  the  railroads  of  foreign  countries  at  the  expense 
of  the  railroads  and  the  people  of  the  United  States,  and  determined 
to  make  an  official  protest  as  a  railroad  man  and  to  take  it  in  person 
to  the  then  Attorney-General  in  Washington.  He  was  prevented 
by  illness  from  going  in  person  to  present  his  letter,  but  sent  it  to  the 
Attorney -General,  with  the  following  letter  of  transmission: 

Rio  GRANDE  AND  EAGLE  PASS  RAILWAY  COMPANY, 

142  SOUTH  THIRD  STREET, 

Philadelphia,  March  12,  1908. 

DEAR  SIR:  I  inclose  herewith  a  letter  that  I  intended  to  present  personally  to  you, 
setting  forth  the  various  surrounding  conditions  of  the  United  States  Steel  Corpora- 
tion. I  have  been  prevented  from  going  to  Washington  through  illness  and  therefore 
take  this  opportunity  of  inclosing  said  letter  to  you,  together  with  a  letter  of  intro- 
duction to  you  from  Mr.  Charles  C.  Binney,  of  this  city,  who  was  formerly  in  your 
Department  at  Washington.  After  reading  my  letter,  I  should  be  very  glad  if  you 
would  advise  me  as  to  the  following  questions: 

First.  Does  the  United  States  Steel  Corporation  come  under  the  Sherman  Act  in 
the  sense  of  doing  an  interstate  business? 
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Second.  If  so,  does  the  Government  propose  to  take  any  steps  toward  testing  the 
legality  of  the  United  States  Steel  Corporation's  position  in  reference  to  the  Sherman 
Act? 

You  will  realize  the  importance  of  this  subject,  as  all  the  railroads  in  the' country 
are  having  a  very  serious  time  trying  to  curtail  their  operating  expenses,  and  as  their 
operating  expenses  are  very  largely  made  up  of  labor  and  steel  products,  it  is  easy 
to  see  that  the  excessive  prices  for  steel  products  bear  very  heavily  on  the  railroads. 
The  magnitude  of  this  can  be  seen  from  the  fact,  as  I  am  informed,  that  the  railroads 
of  the  country  use  65  per  cent  of  the  total  steel  production  of  the  country. 
Yours,  very  truly, 

CHARLES  B.  WRIGHT,  President. 
Hon.  CHARLES  J.  BONAPARTE, 

Attorney-General,  United  States,  Washington,!).  C. 

Mr.  Wright's  letter  of  protest  and  appeal  to  the  Attorney-General 
to  be  advised  of  any  possible  method  of  relief  from  the  exactions  of 
the  Steel  trust  is  here  given  in  full: 

Rio  GRANDE  AND  EAGLE  PASS  RAILWAY  COMPANY  , 

142  SOUTH  THIRD  STREET. 
Philadelphia,  March  12,  1908. 

DEAR  SIR:  On  behalf  of  the  railroad  of  which  I  am  president,  I  wish  to  protest  at 
the  excessive  prices  charged  for  rails  and  other  steel  products  used  by  the  railroads 
of  the  United  States.  The  United  States  Steel  Corporation  has  conspired  with  other 
steel  companies  to  charge  the  railroads  of  the  United  States  a  high  price  and  the  rail- 
roads not  in  the  United  States  a  much  lower  price;  in  both  cases,  these  prices  are  the 
same  by  all  the  steel  companies. 

The  reports  of  the  United  States  Steel  Corporation  show  huge  profits,  owning  as  they 
do  the  iron  ore  and  coal,  and  the  conversion  into  finished  products  is  mostly  a  matter 
labor.  In  their  report  for  twelve  months,  ending  December  31,  1906,  which  is  their 
last  published  report,  they  show  on  page  24,  202,257  employees  to  whom  they  paid 
salaries  and  wages  $147,765,550.  The  same  report  shows  on  page  32  that  they  made  a 
gross  profit  of  $179,672,970.09  and  $29,000,000,  which  was  deducted,  as  Hated,  makes 
$208,672,970.09  gross  profits  from  operation,  and  to  attain  this  they  only  expended 
in  wages  and  salaries  $147,765,550.  I  don't  know  of  any  other  business  where  the 
excessive  profits  from  labor  compares  with  this  showing. 

On  page  18  you  will  find  the  finished  products  on  which  they  made  these  enormous 
profits.  The  report  shows  that  they  are  not  distributing  these  enormous  profits,  but 
by  various  bookkeeping  devices,  absorbing  a  large  portion  of  it  and  using  their 
resources  to  still  further  strengthen  their  hold  on  the  steel  production  of  this  country 
by  the  construction  of  new  plants  and  the  acquisition  of  iron  and  coal  lands  and  the 
purchase  of  additional  steel  plants,  the  latest  being  the  Tennessee  Coal  and  Iron 
Company. 

Before  the  advent  of  the  United  States  Steel  Company,  steel  products  advanced  and 
declined  according  to  the  supply  and  demand.  Now  you  will  see  by  The  Iron  Age  of 
February  13,  1908,  that,  although  all  other  metal  products  have  declined  compared 
with  last  year,  the  products  produced  by  the  Steel  Corporation  have  not  declined, 
but  have  advanced  in  the  case  of  barbed  wire  and  wire  nails. 

The  United  States  Steel  Corporation  owns  the  Carnegie  Steel  Company,  the  Federal  * 
Steel  Company,  and  a  number  of  other  steel  companies  that  were  competitors  before 
they  were  taken  over  by  the  United  States  Steel  Company. 

The  investigations  of  the  Bureau  of  Corporations,  I  should  think,  would  show 
whether  the  United  States  Steel  Corporation  is  amenable  to  the  Sherman  Act. 

I  have  in  my  possession  letters  from  steel  companies  offering  large  rebates  from  the 
price  quoted  to  American  railroads  upon  evidence  that  the  steel  rails  they  quote  on 
have  been  exported  and  all  the  steel  companies  offer  the  same  rebate  and  the  same 
price  to  American  railways.  This  would  seem  a  conspiracy  against  our  railways. 

I  would  be  very  much  obliged  if  you  can  consistently  advise  me  of  any  method  of 
relief  that  can  be  looked  forward  to  by  the  consumers  of  steel  products  from  the  extor- 
tions of  this  United  States  Steel  Corporation.  It  seems  incredible  that  the  largest  cor- 
porations known  in  modern  times  should  be  permitted  to  own  and  control  our  steel 
productions  without  some  effort  being  made  to  protect  the  consumer.  At  this  time 
the  consumers  of  this  country  receive  no  benefit  from  having  the  largest  deposits  and 
most  cheaply  mined  iron  and  coal  deposits  and  the  resultant  lowest  labor  cost  per  ton 
of  finished  steel  products  in  the  world. 
Yours,  very  truly, 

CHARLES  B.  WRIGHT,  President. 

Hon.  CHARLES  J.  BONAPARTE, 

Attorney-General  United  States,  Washington,  D.  C. 
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These  letters  are  here  made  public  for  the  first  time.  Mr.  Wright 
received  the  following  reply  from  Mr.  M.  D.  Purdy,  Acting  Attorney- 
General  : 

DEPARTMENT  OF  JUSTICE, 

Washington,  March  19,  1908. 

SIR:  I  beg  to  acknowledge  the  receipt  of  your  letter  of  the  12th  instant,  in  which 
you  complain  of  the  operations  of  the  so-called  ''United  States  Steel  Trust."  A  little 
over  a  year  ago  Congress,  by  a  joint  resolution,  directed  the  Bureau  of  Corporations  to 
make  an  investigation  and  report  covering  this  entire  subject.  I  am  informed  that  the 
Bureau  of  Corporations  has  been  engaged  in  making  this  investigation  ever  since  the 
adoption  of  such  resolution,  and  the  report  will  be  forthcoming  in  the  near  future. 
Should  that  report  disclose  violations  of  the  federal  antitrust  act  by  the  alleged  "Steel 
trust,"  this  department  will  undoubtedly  be  called  upon  to  take  some  action  with 
respect  thereto. 

Respectfully,  M.  D.  PURDY, 

Acting  Attorney-General. 
CHARLES  B.  WRIGHT,  Esq., 

142  South  Third  Street,  Philadelphia,  Pa. 

More  than  a  year  has  now  passed  since  the  above  letter  from  the 
Attorney-General's  office  was  written,  and  considerably  more  than 
two  years  since  the  Bureau  of  Corporations  was  directed  to  make  an 
investigation  and  report  on  the  very  matters  which  Mr.  Wright  took 
up  with  the  Attorney-General.  But,  as  yet,  no  intimation  has  been 
given  as  to  whether  the  investigation  has  been  finished,  or  whether  any 
report  is  to  be  made  public  or  has  been  transmitted  to  the  Attorney- 
General.  By  a  provision  in  the  law  under  which  the  Bureau  of  Cor- 
porations was  established,  its  reports  can  not  be  made  public  except 
by  the  direction  or  authority  of  the  President.  It  is  possible  that  the 
expected  report  has  actually  been  completed  and  yet  may  not  be  made 
public  or  the  occasion  of  any  attempted  action  against  the  Steel  trust, 
if  the  administration  prefers  otherwise.  During  the  tariff  hearings  by 
the  Ways  and  Means  Committee  in  December,  1908,  well-informed 
persons  in  Washington  believed  that  the  Bureau  of  Corporations  had 
completed  at  least  a  part  of  its  expected  report,  and  that  it  contained 
some  interesting  figures  concerning  the  present  cost  of  producing  steel, 
and  that  these  were  submitted  on  request  to  the  chairman  of  the 
Ways  and  Means  Committee  for^his  consideration  and  by  him  to  Judge 
Gary  of  the  Steel  Corporation  for  his  opinion  as  to  the  desirability  of 
publication,  and  that,  upon  Judge  Gary's  refusal  to  consent  to  the 
publication  of  these  figures,  they  were  carefully  put  back  to  slumber 
in  the  archives. 

THE    ANTITRUST    LAW    VIOLATED    BY    THE    STEEL    CORPORATION. 

The  protest  by  Mr.  Wright  to  the  Attorney-General,  which  we  have 
noticed  above,  against  the  exactions  by  the  Steel  trust  in  high  prices 
from  the  domestic  consumers  while  selling  cheaper  to  foreigners,  is 
by  no  means  the  first  protest  of  this  kind,  or  the  first  demand  for  an 
inquiry  into  the  legality  of  the  trust's  business.  Such  demands  have 
been  frequent,  by  the  public  press  and  otherwise,  ever  since  the 
organization  of  the  trust.  That  the  whole  purpose  and  object  of  its 
organization  was  to  restrain  competition  in  steel  products  has  been  a 
matter  of  common  knowledge  from  the  beginning,  and  its  actual  prac- 
tice in  carrying  out  this  purpose  is  known  to  all  business  men.  It  is 
also  well  known  that  the  declared  purpose  of  the  federal  antitrust 
legislation  is  to  make  impossible  just  such  combinations  and  absorp- 
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tions  and  mergers  as  constitute  the  United  States  Steel  Corporation. 
Why,  then,  has  no  attempt  been  made  by  the  administration  at  Wash- 
ington to  bring  the  great  trust  into  contact  with  the  law  in  the  eight 
years  since  the  trust's  formation? 

In  the  very  year  of  its  formation,  1901,  there  was  published  by 
Horace  L.  Wilgus,  professor  of  law  of  torts  and  private  corporations 
in  the  University  of  Michigan,  "A  study  of  the  United  States  Steel 
Corporation  in  its  industrial  and  legal  aspects."  This  is  a  careful 
examination  of  'the  legality  of  the  business  of  this  corporation,  under 
federal  and  state  laws,  with  reference  to  its  formation,  industrial  posi- 
tion, and  management.  Professor  Wilgus's  conclusions  from  this 
examination  have  not  been  disputed.  He  found  that  the  Steel  Cor- 
poration is  clearly  an  illegal  trust.  As  to  its  form,  close  examination 
shows  striking  similarity,  in  essential  particulars,  with  the  former 
Sugar  and  Standard  Oil  trusts,  which  were  declared  illegal  by  the 
state  courts  of  New  York  and  Ohio,  respectively;  and  Professor 
Wilgus  concluded  that  the  Steel  trust  could  not  stand  a  test  of  its 
legality  either  under  the  antitrust  law  of  Michigan  or  under  the 
national  antitrust  law.  And  as  to  its  substance — that  is,  its  purpose 
and  tendency,  which,  under  both  federal  and  state  court  decisions, 
mark  the  real  test  of  the  legality  of  such  a  combination — Professor 
Wilgus  says: 

From  the  review  we  have  taken  of  the  industrial  side  of  the  United  States  Steel 
Corporation,  and  waiving  all  questions  of  form,  it  is  reasonably  certain  that  it  is  a  com- 
bination made  with  the  intent,  effect,  power,  and  tendency  to  restrain  competition  in 
the  iron  and  steel  business. 

In  November,  1907,  the  Steel  Corporation  purchased  practically 
all  of  the  stock  of  the  Tennessee  Coal,  Iron  and  Railroad  Com- 
pany, and  absorbed  the  latter  company.  Before  this  was  done, 
Judge  E.  H.  Gary  and  Mr.  H.  C.  Frick,  for  the  Steel  Corporation, 
discussed  the  proposed  merger  and  absorption  with  President  Roose- 
velt, who  told  them,  according  to  his  own  letter  to  the  Attorney- 
General,  since  published,  that  "I  felt  it  no  public  duty  of  mine  to 
interpose  any  objection."  The  legality  of  this  absorption  by  the 
Steel  trust  of  its  strongest  competitor  was  investigated  by  the  Com- 
mittee on  the  Judiciary  of  the  United  States  Senate,  and  the  majority 
of  this  committee,  reporting  to  the  Senate  as  individuals,  which  they 
did  for  political  reasons,  declared  on  March  2,  1909,  that  the  transac- 
tion was  a  violation  of  the  national  antitrust  law. 

We  find,  therefore,  that  the  United  States  Steel  Corporation,  having 
been  favored  for  years  with  high  "protection"  by  Congress  and  the 
national  administration,  at  the  expense  of  the  consumers  of  iron  and 
steel  products  and  other  articles,  practically  all  the  people,  has 
returned  the  favor  by  systematically  making  lower  prices  to  for- 
eigners than  to  Americans,  openly  combining  to  fix  and  maintain 
domestic  prices  unnaturally  high,  and  deliberately  violating  an 
important  federal  statute,  not  only  in  its  formation  but  also  again, 
in  strengthening  its  power.  Contempt  for  the  people  and  their 
representatives  can  scarcely  go  further. 

PRICES    FROM    THE    EXPORT    COMMISSION    HOUSES. 

In  addition  to  the  great  volume  of  exporations  which  a  number  of 
the  big  trusts  and  manufacturing  concerns  make  directly  through  their 
own  export  departments,  and  which  have  been  referred  to  above, 
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the  export  commission  houses  are  constantly  sending  out  a  great 
quantity  and  variety  of  miscellaneous  manufactured  goods  and 
specialties  of  all  sorts.  By  far  the  larger  part  of  the  exportations  of 
the  great  number  of  smaller  manufacturing  establishments,  as  well  as 
of  a  considerable  number  of  very  large  ones,  are  made  through  these 
export  houses.  These  are  apparently  not  quite  as  numerous  as  they 
were  a  few  years  ago,  because  the  big  trusts  are  doing  more  of  their 
own  export  business  themselves,  but  there  are  yet  between  two  and 
three  hundred  export  concerns  in  New  Tork.  Some  of  the  largest  of 
these  publish  weekly  or  monthly  export  trade  journals,  which  circu- 
late only  in  foreign  countries,  and  which,  besides  giving  descriptive 
articles,  serve  as  catalogues  and  price  lists  through  the  announce- 
ments in  their  advertising  columns  and  elsewhere. 

The  leading  journal  of  this  sort  is  the  Exporters  and  Importers 
Journal,  published  weekly  by  Henry  W.  Peabody  &  Co.,  of  17 
State  street,  New  York  City,  with  branches  in  Boston  and  San  Fran- 
cisco and  in  a  number  of  foreign  cities.  Other  journals  of  this  kind 
are :  The  American  Export  Monthly,  published  by  Arkell  &  Douglas, 
Nos.  5  to  11  Broadway,  New  York  City;  The  Export  World  and 
Herald,  published  in  both  Spanish  and  English  editions  by  the 
American  Trading  Company,  25  Broad  street,  New  York  City;  The 
American  Exporter,  published  in  Spanish  and  English  editions  by  the 
Johnston  Export  Publishing  Company,  135  William  street,  New  York 
City;  El  Comercio,  published  by  the  J.  Shepherd  Clark  Company,  126 
Liberty  street,  New  York  City;  and  The  Buyers  Index,  published  in 
Spanish  and  English  by  the  Bradford  Publishing  Company,  Stock 
Exchange  Building,  Chicago. 

Of  all  the  export  journals,  the  Exporters  and  Importers'  Journal 
gives  by  far  the  most  comprehensive  assortment  of  export  prices.  At 
the  publication  offices  of  all  the  export  journals  precautions  are  taken 
to  prevent  copies  from  getting  into  the  hands  of  any  domestic  buyers 
or  inquirers.  The  greatest  precautions  are  observed  at  the  office  of 
the  Exporters  and  Importers'  Journal.  It  is  very  difficult  for  anyone 
but  a  subscriber  or  advertiser  to  obtain  a  copy  of  this  periodical.  If 
a  copy  is  obtained  in  this  country,  it  contains  only  the  list  prices  in 
the  department  of  prices  current  for  export,  which  is  the  journal's 
most  important  feature.  The  key  to  the  actual  prices  of  these  articles 
is  given  only  in  a  separate  special  discount  sheet  which  is  inserted  only 
in  the  copies  of  the  journal  actually  mailed  to  a  foreign  country.  This 
sheet  contains  several  hundred  discounts,  arranged  in  columns,  each 
discount  opposite  a  number,  each  number  referring  to  a  certain  part 
of  the  list  of  prices  current  in  the  journal,  so  that  with  the  discount 
sheet  and  journal  together  the  actual  selling  prices  of  the  articles 
listed  can  be  determined. 

This  u  Price  current  discount  sheet,"  as  it  is  called,  has  been 
published  for  years  in  connection  with  the  Exporters  and  Im- 
porters' Journal,  and  has  always  been  guarded  with  extreme 
care;  but  in  1902  the  Democratic  Congressional  Committee  ob- 
tained a  cop}7  of  it  from  a  foreign  country,  after  considerable 
trouble  and  expense.  By  means  of  it  a  considerable  list  of  miscel- 
laneous articles  sold  cheaper  abroad  than  at  home  was  made  up 
and  published  in  the  campaign  book  of  that  year.  In  1904  the 
Tariff  Reform  Committee  was  unable  to  obtain  this  discount  sheet, 
but  from  various  export  journals  and  special  investigations  in 
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business  circles  made  up  a  large  list  of  articles  sold  cheaper 
abroad  than  at  home,  and  this  list  was  published  in  the  commit- 
tee's pamphlet  issued  in  October  of  that  year  and  entitled  "  Ex- 
port prices. "  In  October,  1906,  the  Tariff  Reform  Committee 
issued  another  pamphlet  on  this  subject,  entitled  " Export  prices 
to  date/'  by  Byron  W.  Holt,  which  contained  an  additional  list 
of  a  great  many  articles  sold  abroad  cheaper  than  at  home,  taken 
almost  entirely  from  manufacturers'  export  and  home  price  cata- 
logues, but  the  price  current  discount  sheet  of  Henry  W.  Peabody 
&  Co.  could  not  be  obtained  at  the  time  to  supplement  these. 

Another  effort  was  made  this  year,  however,  to  obtain  this  inter- 
esting exhibit,  and  it  has  been  successful.  A  copy  of  the  issue  of 
the  Exporters  and  Importers'  Journal  for  January  16,  1909,  with 
the  discount  sheet  to  make  it  complete,  has  very  recently  come 
into  the  possession  of  the  Tariff  Reform  Committee  through  a  cor- 
respondent abroad.  A  number  of  manufacturers'  export  price 
lists  were  also  obtained  to  corroborate  and  supplement  the  figures 
given  in  this  issue.  The  form  and  appearance  of  the  discount 
sheet  and  of  the  list  prices  in  the  Exporters  and  Importers'  Journal 
are  given  in  the  accompanying  illustrations. 

A  comparison  has  been  made  of  some  of  the  export  prices  from 
these  sources  with  the  prices  of  the  same  articles  in  the  domestic 
market  at  the  same  time,  the  domestic  prices  having  been  obtained 
from  reliable  published  lists  of  prices  current,  as  in  The  Iron  Age, 
Hardware,  and  other  publications,  and  from  manufacturers'  price 
lists.  These  comparisons  are  given  in  the  tables  below,  as  illustra- 
tions of  the  range  of  difference  between  home  and  foreign  prices  of 
articles  of  general  use.  These  tables  necessarily  are  mere  fragments, 
for  it  requires  time  and  patient  labor  to  accurately  identify  a  great 
variety  of  different  articles  and  compute  and  compare  their  prices. 
They  will,  however,  serve  to  indicate  the  showing  that  would  be  made 
by  a  complete  comparison  covering  all  the  exported  articles. 

Table  I  shows  the  difference  in  discounts  and  is,  therefore,  much 
more  comprehensive  than  Table  II,  which  shows  the  differences  in 
dollars  and  cents  between  export  and  home  prices  of  certain  specific 
articles.  For  example,  the  export  discount  on  plumbs  and  levels 
is  70-10-10-10-5  per  cent,  while  the  home  discount  is  only  60-10  per 
cent.  This  means  not  merely  that  a  particular  plumb  or  level  is 
referred  to,  but  that  these  discounts  apply  to  many  kinds  and  sizes 
of  plumbs  and  levels  made  by  the  manufacturer  mentioned,  all  of 
which  are  sold  for  72  per  cent  more  in  the  home  market  than  for 
export.  Frequently,  if  not  usually,  the  price  lists  of  other  manu- 
facturers of  the  same  articles  as  are  here  compared  show  about  the 
same  differences  between  export  and  home  prices.  It  has  been 
thought  best  in  most  cases  not  to  publish  the  names  of  the  manufac- 
turers whose  prices  are  quoted: 
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TABLE  I.— Showing  differences  in  discounts  between  export  and  home  prices. 


Articles  —  description. 

Export  discount 
from  list. 

Home  discount 
from  list. 

Per 
cent 
differ- 
ence. 

Auger  bits- 
Irwin's  solid  center.            ... 

Per  cent. 
60,  10,  and  10 

Per  cent. 
50  and  10 

39 

Snell's 

70 

60 

331 

SnelPs  "  King"  

60  and  10 

50 

39 

Auger  handles,  Gunn's  No.  5,  adjustable  and  ratchet 

35 

15  and  10 

18 

Bells,  Texas  cow  

50  and  10 

50 

11 

Bird  cages,  Hendryx's  brass.. 

50 

30 

40 

Bolt  clippers  "New  Easy" 

60  10  and  5 

50  10  and  10 

18 

Carriage,  f  by  6  inches  and  smaller 

80  and  10 

75  and  10 

25 

Machine,  f  by  4  inches  and  smaller  

80  and  10 

75,  10,  and  5 

19 

Tire 

80,  10,  and  5 

80 

17 

Borers  bung  hole  Enterprise's 

40  and  2 

25 

27 

Braces: 
Fray's  genuine  "Spoffords" 

70 

60 

331 

Fray's  ratchet,  Nos.  81-161  

60  and  10 

50 

39 

Fray's  ratchet,  Nos.  83-143 

60  and  10 

50 

39 

Fray's  ratchet,  Nos.  62-142  

70 

50 

66| 

Fray's  ratchet,  Nos.  66-166  

60  and  10 

50 

39 

Fray's  sleeve,  Nos.  207-214 

60  10  and  10 

50 

54 

Fray's  sleeve,  Nos.  407-414  

60  and  10 

50 

39 

Fray's  sleeve,  Nos.  606-614 

60  and  10 

50 

39 

Fray's  plain,  Nos.  306-314  

70 

50 

66? 

Can  openers,  "King" 

25 

0 

334 

Cartridges,  rim  fire  

60,  10,  10,  and  6 

50 

64 

Chains,  kennel  .... 

60  and  10 

60 

11 

Coffee  mills,  Enterprise's  

40  and  10 

20  and  25 

11 

Door  rollers  and  hangers,  Lane's  

60,  10,  10,  and  5 

60  and  10 

17 

Gauges,  Disston's  steel  and  center 

45 

25,  7J,  and  10 

12 

Harness  snaps: 
Covert's  "Trojan" 

50  and  10 

40 

33i 

Covert's  "Yankee"  

50 

30  and  2 

37 

Covert's  "Derby" 

40  and  10 

25 

39 

Lawn  sprinklers,  Enterprise's  

40  and  2 

30 

19 

Levels,  Starrett's  bench  and  pocket 

40  and  5 

33  J  and  5 

11 

Oilstones,  "Lily  White"  and  "Washita"  No.  1  

50 

33J 

33J 

Plumbs,  levels,  etc.,  Disston's 

70,  10,  10,  10,  and  5 

fcO  and  10 

72 

Sausage  stuffers,  Enterprise's  

40  and  2 

25  and  7i 

18 

Saws: 
Disston's  Nos.  7,  107,  107J,  3,  and  1  

45  and  1\ 

30  and  1\ 

27 

Disston's  combination  

45  and  1\ 

30  and  7J 

27 

Disston's  Nos.  12,  16,  D8,  120,  76,  8  

40  and  10 

25  and  7J 

28 

Disston's  compass  and  keyhole  

40  and  10 

25  and  7J 

28 

Disston's  butcher 

50 

30 

40 

Disston's  framed  wood  

50 

25 

50 

Disston's  band 

70,  10,  and  10 

60 

65 

Scroll  saws,  Barnes's  velocipede  

30 

20 

14 

Screw-drivers,  Disston's  electric 

70,10,  10,  and  10 

70 

37 

Smoked  beef  shavers,  Enterprise's  

40  and  10 

25  and  7i 

28 

Squares: 
Disston's  trv,  rosewood  handle 

70,  10,  10,  10,  and  5 

60  and  10 

72 

Disston's  steel  

45 

25,  7i,  and  10 

13 

Traps,  Lovell's  rat  and  mouse 

50 

33^ 

33J 

Trowels.  Disston's  brick.  .  . 

45  and  7£ 

25 

47 

Vises: 
Armstrong's  plain  and  hinged 

80  and  10 

60 

122 

Armstrong's  pipe                                 .             

60 

50 

25 

Bonney's 

50 

30  and  10 

26 
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TABLE  It. — Showing  difference  between  export  and  home  prices  of  certain  specified  articles. 


Articles  and  description. 


Export 
price. 


Auger  bits: 

Irwin's  solid  center,  4-16  ............................................  per  doz.. 

Irwin's  solid  center,  16-16  ..............................................  do  ____ 

Auger  handles,  Gunn's  No.  5  ...............................................  do  ____ 

Birdcages,  Hendryx's  No.  316  .............................................  do  ____ 

Bolt  clippers,  "Easy"  and  "New  Easy,"  No.  1  ...........  .  ................  each.. 

Bolts: 

Carriage,  f  by  6  inches  ...............................................  per  100.  . 

Machine,  |  by  4  inches  .................................................  do.  .  . 

Tire,  f  by  0  inches  .................................  ....................  do  ____ 

Braces: 

Fray's  genuine  "Spofford,"  No.  107  .................................  per  doz.. 

Fray's  ratchet,  No.  81  ..........  .  .......................................  do  ____ 

Fray's  ratchet,  No.  62  ..................................................  do.  ... 

Fray's  sleeve,  No.  207  ......  .  ...........................................  do  ____ 

Fray's  sleeve,  No.  606  ..................................................  do  ____ 

Fray's  plain,  No.  306  ...................................................  do.  ... 

Bunghole  borers,  Enterprise,  No  1  .........................................  do  ____ 

Can  openers,  "  King"  ...........  .  ......................................  per  gross.  . 

Coffee  mills,  Enterprise,  No.  1  ..............................................  each.. 

Files,  Nicholson's: 

.  Mill  and  round  bastard,  3  to  4  inch  ..................................  per  doz.  . 

Mill  and  round  bastard,  5-inch  .........................................  do  ____ 

Mill  and  round  bastard.  6-inch  .........................................  do 

Flat  bastard,  3  to  4  inch  ......................................  .........  do.  ... 

Flat  bastard,  5-inch  ...................................................  do.  ... 

Flat  bastard,  6-inch  ....................................................  do 

Flat  bastard,  7-inch  ...................................................  do 

Flat  bastard,  8-inch  ....................................................  do 

Flat  bastard,  9-inch  ....................................................  do  ____ 

Flat  bastard,  11-inch  ...................................................  do.  ... 

Flat  bastard,  13-inch  ...................................................  do.  ... 

Square  bastard,  3  to  4  inch  .............................................  do 

Square  bastard,  5-inch  .................................................  do 

Square  bastard,  6-inch  .................................................  do 

Square  bastard,  7-inch  .................................................  do  ____ 

Square  bastard,  8-inch  .................................................  do 

Square  bastard,  9-inch  ____  •  .............................................  do.  ... 

Square  bastard,  10-inch  ................................................  do  ____ 

Square  bastard,  11-inch  .................  .  ..............................  do.  ... 

Square  bastard,  12-inch  ................................................  do  ____ 

Square  bastard,  13-inch  ................................................  do.  .  . 

Gauges: 

Disston's  combined  steel  ...............................................  each.  . 

Disston's  center  ........................................................  do  ____ 

Harness  snaps: 

"Trojan"  1|  loop  ..................................................  per  gross.. 

"  Yankee,"  1±  loop  ....................................................  do.  .  .  . 

"  Derby,"  No.  733  ......................................................  do.  ... 

Lamp  chimneys: 

Macbeth's  No.  502  ..................................................  per  doz.  . 

Macbeth's  No.  504  .....................................................  do 

Lawn  sprinklers,  Enterprise  No.  2  ..........................................  each.  . 

Levels,  Starrett's  24-inch  bench  ............................................  do.  ... 

Plumbs  and  levels,  Disston  No.  12  ......................................  per  doz.. 

Pocket  knife  and  tool  kit,  Ulery's  ........................................  per  set.  . 

Rifles: 

Stevens's  "Little  Scout,"  No.  14  ...................  .•  .......  ;  ...........  each.. 

Stevens's  "  Maynard  Jr.,"  No.  14  ......................................  do.  ... 

Stevens's  No.  16  .......................................................  do.  ... 

Stevens's  "  Little  Krag,"  No.  65  .......................................  do.  .  . 

Stevens's  "  Favorite  "  ..................................................  do  ____ 

Sausage  stuflers,  Enterprise  No.  5  .........................................  do  ____ 

Saws: 

Disston's  hand,  30-inch,  No.  7  .......................................  per  doz.. 

Disston's  hand,  30-inch,  No.  16  .........................................  do  ____ 

Disston's  combination,  No.  43  ..........................................  do  ____ 

Disston's  butcher,  24-inch,  No.  7  ........................................  do  ____ 

Disston's  framed  wood,  No.  60  .........................................  do  ____ 

Disston's  band,  2-inch,  18-gauge  .....................................  per  foot.  . 

Barnes's  combined  scroll  and  circular  ..................................  each.. 

Screws,  flat-head  iron  wood: 


Size, 
Size, 
Size, 
Size, 
Size, 


inch,  Nos.  1  to  4  ...........................................  .per  gross..! 

inch,  Nos.  1  to  4  ..................  ..............................  do.... 

inch,  Nos.  1  to  3  ............................................  do  ____ 

inch,  No.  4  ......................................................  do....! 

inch,  No.  4  ......................................................  do....! 


$1.30 

2.  92 
9.  75 

13.00 
1.71 

.60 
.57 
.65 

6.30 
10.  44 

6.  90 

7.  13 
7.  56 

3.  60 
.74 

4.  50 
1.22 

.40 
.48 

59 
.40 
.48 
.59 

75 
.  88 
1.  01 

1.  51 

2.  11 
40 
48 
59 

.75 
88 
1.  01 
1.  26 
1.  51 

1.  82 

2.  11 

.55 
.17 

2.70 
2.  90 
2.  70 

.40 
50 
1.  76 
1.  28 
5.82 
1.  15 

1.35 

1.  80 

2.  00 

2.  50 

3.  47 
2.  20 

13.74 

15.39 

15.  26 

8.50 

6.00 

.157 

28.00 

.034 
.034 
.034 
.038 
.04 


Home 


81.80 
4.05 
11.48 
18.20 
2.03 

.75 
.68 
.76 

8.40 
14.50 
11.50 
11.00 
10.50 

6.00 
.94 

6.00 

1.35 

.64 

.68 

.75 

.79 

.83 

.92 

1.03 

1.13 

1.35 

1.84 

2.52 

.81 

.88 

.98 

1.09 

1.18 

1.41 

1.58 

1.94 

2.18 

2.67 

.62 
.19 

3.60 
3.98 
3.75 

.68 

.82 

2.10 

1.42 

10.08 

1.50 

1.75 
2.20 
2.60 
3.00 
4.50 
2.61 

17.48 
19.98 
19.42 
11.90 
9.00 
.26 
32.00 

.073 
.073 
.073 
.076 
.079 
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TABLE  II.— Showing  difference  between  export  and  home  prices  of  certain  specified  articles — 

Continued. 


Articles  and  description. 


Screws,  flat-head  brass  wood: 

Size,  1  inch,  No.  1 per  gross.. 

Size,  f  inch,  No.  6 *< do 

Size,  J  inch,  No.  6 do 

Size,  jj  inch,  No.  6 do 

Size,  £  inch,  No.  6 do 

Screws,  round-head  iron  wood: 

Size,  \  inch,  No.  1 do 

Size,  1  inch,  No.  6 do 

Size,  1-J  inches,  No.  10 do 

Size.  2  inches,  No.  16 do 

Size,  3  inches,  No.  18. do 

Screws,  round-head  brass  wood: 

Size,  }  inch,  No.  1 do. . . . 

Size,  1  inch,  No.  6 do . . . . 

Size,  tt  inches,  No.  10 do. . . . 

Size,  2  inches,  No.  16 do 

Size  3  inches,  No.  18 do 

Screw-drivers,  Disston's  electric,  12-inch per  doz. . 

Shoe  dressing: 

Whittemore's  "Gilt  Edge" do. . . . 

Whittemore's  "Baby  Elite" do 

Shotguns: 

Stevens'  No.  105 each. . 

Stevens'  No.  107 do 

Stevens'  No.  225 do 

Smoked-beef  shavers,  Enterprise's  No.  23 do 

Squares: 

Disston's  try,  rosewood,  10-inch,  No.  1 per  doz. . 

Disston's  steel,  4-inch each. . 

Traps,  Lovell's  mouse  and  rat,  metallic per  gross. . 

Trowels,  Disston's  brick,  8-inch,  No.  1 per  doz. . 

Vises: 

Armstrong's  hinged,  No.  1 each. . 

Armstrong's  combination,  with  leg  sockets do 

Bonney's  No.  112 per  doz. . 

Watches: 

Elgin  movement,  20-year  gold-filled  case each. . 

Elgin  movement,  silyeroid  case do 

Wrenches,  Hawkeye  "5  in  1" per  doz. . 


Export 
price. 


$0. 072 
.084 
.084 
.096 
.108 


.10 

.228 
.412 

.072 
.16 
.336 
.768 
1.24 
1.36 

1.20 


2.80 
3.00 
8.67 
4.32 


Home 
price. 


$0. 136 
.195 
.211 
.227 
.251 

.087 

.112 

.17 

.378 

.67 


.329 

.776 

1.955 

3.646 

1.86 

1.75 
.67 

4.25 
4.50 
9.75 
5.55 


Dif- 
fer- 
ence. 


1.66  I    2.88 

1.10  I     1.46 

5.50  7.33 

4.07  6.  CO 


1.80 
6.40 
2.25 

7.98 
3.04 
3.60 


4.00 
8.00 
2.84 

10.23 
4.47 
4.50 


P.ct. 
89 
132 
151 
136 
132 

156 
87 
70 
66 
63 

133 

106 
131 
155 
194 
37 


12 

52 
50 
12 

28 

72 
13 

s» 

122 
25 
26 

28 
47 
25 


VIII. — MEANING  AND  EFFECT  OF  Low  EXPORT  AND  HIGH  DOMESTIC 

PRICES. 

The  great  mass  of  evidence  briefly  reviewed  here  from  a  variety 
of  reliable  sources,  official  and  unofficial,  from  publications  and 
directly  from  actual  business  transactions,  shows  clearly  that  the 
practice  of  selling  protected  American  goods  cheaper  abroad  than 
at  home,  which  the  Tariff  Reform  Committee  first  called  public 
attention  to  in  1890,  has  continued  right  along  to  date  as  a  very  gen- 
eral business  custom.  It  appears  to  be  reasonably  certain  that  the 
great  bulk  of  our  manufactured  goods,  amounting  to  practically 
$490,000,000  for  the  year  ending  June  30,  1908,  not  counting  the 
crude  or  partially  manufactured  goods,  are  sold  to  foreigners  at  prices 
much  lower  than  those  prevailing  in  this  country.  It  is  clear  that 
these  exported  goods  are  not  sold  at  a  loss,  except  in  rare  cases.  It 
is  also  certain  that  the  drawback  of  duties  does  not  account  for 
more  than  a  very  small  part  of  this  foreign  selling  at  reduced  prices. 

This  discrimination  against  the  American  people  has  cost  them 
incalculable  but  enormous  sums  of  money  during  the  past  twenty 
years  in  the  differences  between  domestic  and  export  prices  alone, 
without  consideration  of  any  other  feature.  There  are,  however, 
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other  very  important  features  of  this  matter,  the  meaning  and 
effect  of  which  are  matters  of  vital  concern  to  all  our  people. 

The  clear  meaning  of  these  facts  of  lower  export  prices  is  that  our 
tariff  duties  are,  and  have  long  been,  unnecessarily  and  inexcusably 
high,  even  from  a  protectionist  point  of  view,  and  that  under  the 
cover  of  this  excessive  "protection"  trusts  and  combinations  have 
grown  up  and  taken  control  of  our  home  market  and  exact  exorbitant 
prices  from  domestic  consumers.  The  fact  that  an  industry  regularly 
sells  its  products  abroad  at  lower  than  domestic  prices  shows,  of 
course,  that  it  does  not  need  any  "protection,"  even  from  a  protec- 
tionist viewpoint. 

The  effect  of  this  situation  is  that  our  citizens,  who  have  generously 
taxed  themselves  for  the  benefit  of  these  favored  industries,  are  seri- 
ously oppressed.  Many  domestic  industries  are  weakened  and  dis- 
couraged. All  unprotected  exporters,  whether  manufacturers  or 
farmers,  are  seriously  handicapped,  because  they  are  compelled  to 
pay  higher  prices  for  materials,  machinery,  and  supplies  than  are 
paid  by  their  foreign  competitors.  Hence,  the  "protective"  policy, 
instead  of  encouraging  home  industry,  is  really  encouraging  foreign 
industry.  In  fact,  largely  for  the  reasons  stated,  many  important 
manufacturing  establishments  founded  and  carried  on  by  American 
capital  have  in  recent  years  been  located  abroad  rather  than  in  the 
United  States.  And,  finally,  this  destructive  policy  leads  to  retalia- 
tory tariffs  on  the  part  of  foreign  countries,  which  are  called  on  by 
their  manufacturers  to  protect  them  against  the  lower  export  prices 
of  our  manufacturers.  These  hostile  tariffs  and  trade  wars  therefrom 
now  threaten  serious  damage  to  the  foreign  business  of  a  very  large 
number  of  American  industries. 
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